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The Re-Making of Human Society 


By GEORGE W. MAXEY, Justice of the Supreme Court of Pennsylvania 


Delivered before the Pennsylvania Bankers Association, Scranton, Pennsylvania, June 7, 1935. 


R. President, Ladies and Gentlemen: It is an old 

saying that if one is not a “red” at twenty, there 

is something wrong with his heart, but if he is a 
red” at forty, there is something wrong with his head. 
This saying is rich in meaning. If any man reaches the age 
of twenty without being so impressed with the tragedy of 
life—the poverty, the injustice, the blighted hopes—that he 
is not eager to smash the existing order and make it over, 
he has an unresponsive heart. A philosopher once said that 
sympathy is the root of both benevolence and justice. Every 
person clothed with power should have a passion for justice. 
This passion is born of human sympathy. Poets have sym- 
pathy and most of them dislike the established order. Did 
not Omar say: 


«é 


“Ah, love! could you and I with Him conspire 
To grasp this sorry scheme of Things entire, 
We'd shatter it to bits—and then 

Remold it nearer to our Heart’s desire.” 


The difficulty is, “this sorry scheme of things entire” cannot 
with safety be “shattered to bits”, nor can men remold it 
as their hearts desire. Every statesman should have a sen- 
sitive understanding of human problems and a sympathetic 
approach to them, but he must also be aware of those re- 
alities of life which set definite limits to the efficient activi- 
ties of government. By the time a man has reached the age 
of forty, if he has not lost confidence in his ability to re- 
make human society, i. e., if he is still a “red”, or even a 
“pink”, it indicates that he has not read history understand- 
ingly and has not acquired the art of thinking straight; in 


other words, there is then something wrong with his head, 

Four hundred years B. C., Plato wrote a book called 
“The Republic”, in which he described an ideal human so- 
ciety of peace, prosperity, and contentment. In this society 
all the statesmen were philosophers and all the citizens pos- 
sessed moral excellence. The menial work was performed 
by slaves. How the slaves liked this society Plato does not 
tell us. Four centuries ago Tom More wrote “Utopia”. 
In his ideal state, cities were limited to 6,000 families. 
There were four conveniently located market places. Each 
family brought to the market place what it produced in 
the surrounding fields, and from the market place took 
whatever was needed. More naively says: “There is no rea- 
son for denying any person, since there is plenty of every- 
thing.” That there would be plenty he took for granted. 
Re-makers of society always take “plenty” for granted. More 
says: “It is the fear of want that makes any of the race 
greedy and ravenous and there is also in man a pride that 
makes him fancy it a glory to excel others in pomp and 
excess. By the laws of Utopia this is not allowed.” Their 
repasts were in great halls accommodating thirty families. 
Meals were prefaced by lectures on morality. No person 
could travel throughout Utopia until he obtained permis- 
sion from the magistrates. Travelers took no provisions with 
them, for everywhere they were treated with liberality. A 
married man could travel anywhere he liked in his own 
city provided he secured his wife’s consent. More declares 
that in Utopia “there are no taverns, no ale houses, or 
stews”. Apparently they were able to enforce the 18th 
Amendment. “The Utopians never corrupt one another,” 
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says More. In that respect they were like Americans. He 
also says: “All are obliged to perform the tasks allotted to 
them and to employ themselves well in their spare hours. 
They live in great abundance and all things produced being 
equally distributed among the people, no one wants or is 
obliged to beg.” The word “Utopia” was well chosen by 
More: it means “nowhere.” 

Three and a half centuries ago Francis Bacon told the 
world about “New Atlantis”. There reigned over it a 
king, who was described as having “a large heart, inscrut- 
able for good; and who was wholly bent to make his king- 
dom and people happy”. About 100 years after Tom More, 
Campanella, the Italian, described his ideal state. He called 
it “The City of the Sun.” This was located on one of the 
peaks of the Andes. In The City of the Sun, the governing 
was done by very learned men and they did not place ignorant 
persons in authority and did not consider a man suitable 
for high office merely because he was popular with a power- 
ful faction. In The City of the Sun no one wanted for 
anything. All things were managed for the common good, 
and the rulers were always obeyed. The education of the 
children was committed to public officials. Campanella says: 
“They distribute male and female breeders of the best 
natures according to scientific rules. If any woman dyes 
her face, so that it may become beautiful, or uses high- 
heeled boots so that she may appear tall, she is condemned 
to capital punishment”. In The City of the Sun “no one 
has to work more than four hours every day. The remain- 
ing hours are spent in learning joyously, in debating, in 
reading, in reciting, in writing, in walking, in exercising 
the mind and body, and with play. They allow no game 
which is played while sitting.” (In other words, poker and 
bridge are taboo.) They say that “poverty renders men 
worthless, cunning, sulky and thievish, and that wealth 
makes them insolent, proud, and ignorant. But in The City 
of the Sun all the rich and the poor together make up the 
community. They are rich because they want nothing, poor 
because they possess nothing; and consequently they are not 
slaves to circumstances, but circumstances serve them.” 

Early in the last century Robert Owen, a brilliant Eng- 
lishman, wrote a book called, ““New View of Society.” Its 
genesis was the misery and stagnation of trade consequent 
on the termination of the Napoleonic Wars. Owen’s thesis 
was that the cause of distress was the competition of ma- 
chinery with human labor, and the only effective remedy was 
the cooperative action of men in working and in owning the 
machinery. He recommended that communities of about 
1,200 persons each should be settled on quantities of land, 
all living in one large building, with public kitchen and 
messrooms. Each family should have its own private apart- 
ments. After children reached the age of three, they should 
be brought up by the community. Work and the enjoyment 
of its results should be in common. It was his plan that 
communities of from 500 to 3,000, mainly agricultural but 
possessing the best machinery, and being self-contained 
“should increase in number, unions of them federatively 
united shall be formed in circles of tens, hundreds, and thou- 
sands,” until they sk .uld embrace the whole world in a com- 
mon interest. Ower., unlike most re-makers of society was 
willing to gamble his own money on his plan. He dedicated 
to it his private fortune. In 1825, he tried his experiment, 
with carefully selected men and women, on 30,000 acres of 









land in Indiana, which he himself bought and paid for. He 
named his community “New Harmony.” It lasted exactly 
three years. In its failure, Owen lost $200,000, or four- 
fifths of his fortune. 

All these plans (and there have been hundreds of them) 
abolished private property and human competition. All pro- 
vided for collective ownership and rigid state control. All 
these schemes when tried, fail for this reason: their sires 
beget ideal institutions for mankind but they have never been 
able to beget an ideal mankind for their institutions. With 
human beings constituted as they are, it has been found that 
these cooperative, state-managed communities offer a tempta- 
tion to the lazy to live upon the industrious. The plan to 
reward incompetence equally with skill, to make idleness 
profitable, and to convert theories instead of work into 
wealth simply cannot be “put over.’’ Unselfish producers 
and equitable distributors and just administrators have never 
yet been found in sufficient numbers to insure the success of 
any Utopian scheme of government. Like other well known 
“noble experiments,” these schemes, these cycles of wave- 
like human mass emotions, break and roll back when they en- 
counter the rock of human nature. “The Ideal is wrecked 
on the shores of the Real.” 

No law ever killed a human instinct, and the desire for 
private possession and the love of freedom of action and 
enterprise are inborn in mankind and have furnished the 
motive power which has carried the human race to its pres- 
ent heights. Aristotle revealed the corroding element in the 
cult of collectivism, in his observation that “When every- 
body takes care of everything, nobody takes care of any- 
thing.” That straight thinking Labor leader Samuel 
Gompers exhibited his soundness of judgment when he said 
to the Socialists, “I have studied you and your doctrines. 
I have found them socially wrong, economically unsound, 
and industrially impossible.” The urge to better one’s own 
condition has been the force that has driven mankind for- 
ward. It was the motive that led your ancestors and mine 
to leave the Old World and establish themselves and their 
households here. That motive led to the discovery of this 
hemisphere and to the colonization of this continent. It 
was the beavers’ and the bisons’ pelts and then the nuggets 
of gold washed from the Sierra’s sands and later the quartz 
torn by the miners’ picks from the reluctant fissures of the 
rocks, that led men forward across the hot, dry expanse of 
western deserts and through the defiles or over the peaks of 
snow-capped mountains. By the incentive of personal gain, 
individual initiative and enterprise have been stimulated, in- 
ventions have leaped from human brains, natural forces have 
been harnessed, and harvests have multiplied. Man in order 
to advance himself has cleared forests, built cities, bridged 
rivers, and tunneled,mountains, and whenever men or the 
vast majority of them advance themselves, they advance the 


race. When all the individual soldiers, or even all except 
the ever-present “stragglers,” move forward, the army is on 
the march. 


The three fallacies underlying all plans to re-make 
human society are: 

(1) That human beings can be found wise enough and 
great enough to manage successfully the affairs of others. 
This simply cannot be done. In fact, whenever and wher- 
ever any government has attempted to regulate the daily 
lives of men and women, it has not only failed in its object 
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but it has degenerated into intolerable tyranny. It requires 
years of experience to learn to manage successfully any busi- 
ness. Certainly no man or group of men can manage an- 
other’s business as well as a normal man can manage his 
own. Furthermore, you cannot make expertness out of 
mediocrity by putting it on the public payroll. You cannot 
transform a smal! town failure into a national superman by 
giving him a high office in Washington. 

(2) The belief is erroneous that under any system of 
governing, human beings will faithfully obey all the com- 
mands of those who seek to manage the manifold activities 
of men. Individuals have a passion to be free. They will 
submit to only limited governmental dictation. It has been 
demonstrated that Americans will not even let the govern- 
ment tell them what they can or cannot drink. They will 
permit the state to tell them they must educate their children 
but they will not permit the state to select the schools for 
them. They will not permit the state to dictate their religious 
beliefs or their church-going habits. They will cheerfully 
comply with the requirement that they take out a license 
when they get ready to marry but they will not let the state 
select the girl. The more you civilize a man the more free- 
dom of action he demands, consistent with the like freedom 
of others. A liberated mind will not long submit to having 
its body enslaved. A free mind ultimately means a free 
being. 

(3) The third fallacy in the doctrine of the totalitarian 
state is that a man will hoe the other fellow’s row as care- 
fully as he will hoe his own, that he will cultivate the com- 
mon field as diligently as he will cultivate his own. This 
fallacy runs counter to man’s inborn desire for private pos- 
session. ‘This instinct is an inheritance from countless gen- 
erations of ancestors who were intense individualists and 
who had to rely on their own endeavors for food, clothing, 
and shelter. Our ancestors never leaned on the state; the 
state always leaned on them. In war they supported it with 
their lives; in peace, with the fruits of their toil. 

In Russia a few autocrats have sought to weld 160,- 
(00,000 people into a centrally controlled organism. They 
have established not a social democracy but a social tread- 
mill whose propellants are the bayonet and the machine gun. 
‘The sound of the firing squad is heard with almost as much 
regularity as the sound of the morning whistle summoning 
men to work. The dictatorship of the proletariat is attempt- 
ing to smother by force the instinct to possess private prop- 
erty. Where Americans toil so that they can possess some- 
thing for themselves and their children, Russians now toil 
because they have a bayonet at their backs. As every act in 
life takes its character from the consequences, let us look at 
the Russian consequences. ‘The results of 17 years’ experi- 
ence with the Russian totalitarian state are these: the only 
anti-capitalistic government in the world is seeking loans 
from capitalistic nations. I have in my hand a circular in 
which the communistic Soviets are now offering 7% interest 
for loans of American money, i. e., money earned and ac- 
cumulated under capitalism. Stalin is soliciting these cap- 
italistic loans to prevent the collapse of his anti-capitalistic 
experiment. The 20th century attempt to re-make human 
society in Russia has taken a staggering human toll. With- 
out counting the murders of the Czar, his wife and children, 
and thousands of old nobility, the following have, up to the 
year 1931, been executed in the course of Russia’s “experi- 


ment’’: 28 bishops, 1,219 priests, 6,000 teachers, 9,000 doc- 
tors, 54,000 officers, 200,000 soldiers, 70,000 policemen, 
12,950 land-owners, 355,250 intellectuals and professional 
men (including bankers), 193,290 workers, and 815,000 
peasants. A total of at least 1,750,000 have been executed 
or massacred in the process of re-making Russian society. In 
the same period 18,000,000 Russians died of starvation and 
one or two million Russians are still dying annually from 
hunger and cold. The following are a few more recent 
statistics: 117 so-called conspirators were executed last win- 
ter for protesting against a government of cruelty and in- 
competence. Not long ago two thousand peasant farmers 
were shot in one day because they sought to hold back from 
the government grain collectors enough of their own grain 
to keep themselves and their families from starvation. In 
the name of order, obedience, and regimentation, Russian 
firing squads lined up in one recent hour 14 head men of 
peasant villages and shot them to death simply because these 
men and their humble village folk wished to possess the 
fruits of their own toil. Political opponents of the existing 
order are exiled or executed. Siberian prison camps are 
overflowing. Free speech as we know it in this capitalistic 
country is non-existent. When Lenin assumed power and 
began his “experiment,” he made the following announce- 
ment: “The dictatorship of the proletariat is nothing else 
than power based upon force and limited by nothing—by no 
law and no rule.” The Russian revolutionists inaugurated 
their program with the avowed purpose of seizing all land 
and other forms of wealth, and holding it in common for all 
the people. Their confiscation scheme has been carried out, 
but instead of everyone having more than he had before, 
everyone has less. The “planned economy” of dictatorially 
decreeing everyone something is resulting in no one having 
anything. Instead of common wealth, there is common pov- 
erty. For a people while hungering for industrial activity 
to destroy their nation’s reservoirs of capital is a species of 
folly equalled only by that of a thirsty population destroying 
their reservoirs of water. Capital may be destroyed by ex- 
propriation, or by confiscation disguised as taxation. Even 
when not destroyed, it may be paralyzed into utter inertness 
by legislative strait-jacketing, governmental competition, or 
administrative menaces. 


Let me present a picture of another kind of govern- 
ment. It was established in this country 146 years ago. 
The men who established it may have ridden in “ox-carts” 
instead of Rolls-Royces but I am inclined to believe that 
riding in ox-carts at five miles an hour may be more con- 
ducive to clear thinking than riding in limousines at 75 
miles an hour, or in airplanes at twice the latter speed. A 
man may ride in an old-fashioned buggy behind a horse and 
while so riding, acquire “horse sense,” while he who rides 
in a modern “gasoline buggy” may acquire only a “gas” 
complex, or at least a “gaseous” mind. It was a rather 
distinguished group of thirty-nine men who framed our 
structure of government. George Washington presided over 
that gathering. He is generally credited with character and 
wisdom. Emerson says: “Washington not only had talents, 
he had something vastly more important and that was the 
character that made his talents trusted.” I will read the 
names of ten delegates to that convention and if any of you 
can think of anyone now in power in Washington who sur- 
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passes any of them, I wish you would rise in your place and 
name him as I call this illustrious roll: 

George Washington, of Virginia 

Benjamin Franklin, of Pennsylvania 

Alexander Hamilton, of New York 

James Madison, of Virginia 

Roger Sherman, of Connecticut 

Robert Morris, of Pennsylvania 

James Wilson, of Pennsylvania 

Rufus King, of Massachusetts 

John Rutledge, of South Carolina 

Charles Cotesworth Pinckney, of South Carolina. 


In the science and art of government and in common 
sense, these men were never surpassed in the annals of the 
world. They knew the human race and its tragic history. 
They knew the dangers of arbitrary power, of bureaucracy, 
of a highly centralized government. They knew that too 
much power entrusted to any individual breeds arrogance 
and that arrogance corrupts the understanding heart. They 
knew of the tyrannical reigns of Henry VIII, of Charles I, 
and of James II. They had lived only a few years before 
under a king whom in the Declaration of Independence they 
had indicted at the bar of history. One of the counts in 
this indictment was: ‘He has created a multitude of new 
offices and sent hither swarms of officers to harass our peo- 
ple and eat out their substance.” Another count in the in- 
dictment of George III was: “He has attempted to alter 
fundamentally the form of our government.” Another count 
was: “He has declared himself invested with power to leg- 
islate for us.” With no Supreme Court to curb such ex- 
travagance and usurpation, the colonists curbed them by 
force. 

These constitution-makers knew that mankind had suf- 
fered far more from too much government than from too 
little, that countless human lives had been sacrificed in the 
attempts of governments to regulate religious beliefs and 
private lives, to fix prices and wages, to dictate men’s trades 
and places of abode, and to regulate industry. They knew 
that Old World sovereigns always tried to make their sub- 
jects believe that they would starve and perish if not guided 
like infants. No tyrant in all history ever sacrificed human 
lives by wholesale or appropriated to himself private property 
by the millions without offering the excuse that in so doing 
he was acting in the interest of the people. These constitu- 
tion-makers of ours repudiated the philosophy of paternalism 
and declared that, with rare exceptions, individuals are their 
own best guardians, that property is most secure and the 
public welfare most advanced when property is privately 
owned and individually cared for, and that too much gov- 
ernment is a curse. These nation builders believed that in- 
dustrial enterprises should be undertaken and carried on by 
the voluntary association of individuals, not by the govern- 
ment and that competing with private business is not one of 
government’s legitimate functions. They knew that the 
source of wealth is not legislative enactments, but the indus- 
try and enterprise of human beings. The development of 
this continent was in itself proof of that fact. The men 
and women who came here to conquer the wilderness and to 
wrest their living from the soil had left autocrats 3,000 miles 
behind them. The signers of the Declaration of Independ- 
ence and, a little later, of the Constitution were either hardy 
immigrants or the descendants of hardy immigrants. None 






of them were born idlers and all of them were contemptuous 
of a leisure class. Like all Anglo-Saxons, ever intolerant 
of governmental strait-jackets, they renounced the rule of 
George III because that rule went beyond legitimate bounds 
in curbing their individual and economic freedom. They 
asked little of the government except to mind its own busi- 
ness as long as they lawfully minded theirs. They established 
a Republic where to every man there was opened the rough 
path to fame and fortune if he had the courage and vigor to 
tread it, and whete above the humblest cradle there ever 
shone the star of hope. They swept away the aristocracy of 
idleness and established the nobility of labor. They found 
their chieftain in a frontier surveyor and pathfinder. His for- 
mal education was limited ; the halls of higher learning never 
echoed to his footfalls. But from honest, hardy ancestors 
who “feared God and nothing else” there came to him the 
best of all inheritances, character; and in a youth and an 
early manhood replete with arduous toil and dangerous tasks, 
he proved himself dependable and steadfast, and developed 
what Tennyson calls “the wrestling thews that throw the 
world.” The stanchest timber is ever found in oaks that 
have defied and survived the storms. This leader came from 
humble life, as do practically all men whom History takes 
into her keeping. The greatest men, like the greatest gov- 
ernments, are “of the people, by the people and for the 
people.” Neither Washington nor any of his associates had 
any illusions about establishing a government able to create 
either wealth or happiness. What they fought for and won 
was the right of men and women to life, liberty and the 
pursuit of happiness. They made no extravagant promises 
and raised no vain hopes. 


In establishing a government, what they feared most 
was that it might become an instrument of despotism. There 
was not then a government in the Old World which was 
not such an instrument. Louis XIV had already given ut- 
terance to his famous line: “The State? It is I.” A 
single letter in France, a “lettre de cachet,” signed by the 
king would consign its recipient to death or to the dungeon. 
An imperial ukase served the same purpose in Russia. The 
finances, the treasuries of most European countries, were 
subject to the arbitrary orders of government. They were 
“politically controlled.” The constitution-makers of this 
country knew the effect of unlimited powers on human char- 
acter. Many rulers who had begun their careers as smiling, 
amiable gentlemen, had under the intoxication of power, be- 
come arrogant autocrats. A great Roman once said that 
absolute power would convert any man into a tyrant no mat- 
ter what the original benevolence of his nature. Robespierre, 
who shortly before the time of the American Constitutional 
Convention resigned a country judgeship in France because 
he was too tender hearted to pronounce sentences of death 
on convicted criminals, was a few years after 1789, sending 
every day scores of men and women to the guillotine in Paris 
because he fancied they opposed or might oppose his arbitrary 
will. Hitler, the former house painter but now Germany’s 
ruler, far surpassed on June 30, 1934, Robespierre’s best 
killing record for a single day. In a year Robespierre him- 


self was in the tumbrel procession to the guillotine and his 
severed head rolled in the gory sawdust of the Place de la 
Revolution. The founders of this Republic had every reason 
based on history and human nature to limit the power of 
They also had sense enough to know that no 


government. 
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central government could wisely rule the destinies of a peo- 
ple scattered over a wide territory and of different practices 
and modes of life. When I met the Prime Minister of 
Great Britain at 10 Downing Street in 1922, he took me 
into the cabinet room and said: “Here is where the Ameri- 
can colonists taught Great Britain how to rule an empire.” 
Enlarging upon the subject, he explained that George III 
and Lord North, his Prime Minister, thought that millions 
of people scattered over wide areas but owing allegiance to 
the same flag could be ruled in all the varied activities of 
their lives from one central focus of authority. The folly 
of that belief, he said, cost Great Britain her thirteen Ameri- 
can colonies, and from that time onward it had been the 
policy of Great Britain to accord to every unit of the Empire 
the largest practicable measure of self-government. 

In 1789, there was created here a government of the 
people, whose officers are public servants. The creators in- 
tended to bid a long farewell to that kind of government in 
which masters impose their will upon the people. One gov- 
ernment is a government of liberty; the other, a tyranny. 
The latter is based upon the idea that man is incapable of 
achieving happiness through freedom; that he must be guided 
and controlled as parents guide and control young children. 
That is paternalism. It is utterly alien to American soil. 
Our Constitution was framed in the midst of a great post- 
war depression. If there were any paternalistic or legis- 
lative panaceas for a depression, we may be certain that the 
able men who drafted the Constitution would have incor- 
porated them in our organic law. 

Some people seem to think that improvement in govern- 
ment, i. e., advancing government from what they call the 
“ox-cart stage” to the “automobile stage,” means further 
extension of the powers of government into the fields of 
human affairs. History proves exactly the contrary. The 
greatest single improvement in the art of government was 
the Constitution of the United States, and that Constitution 
was like the Decalogue in this respect: the “Thou shalt 
not’s’” were more numerous than the “Thou shalt’s.” In 
despotic ages governments told the people what they could 
not do. In the American Constitution, the people told the 
government very emphatically what it, the government, could 
not do. The most important sections of Federal and State 
Constitutions are those which definitely place beyond the 
reach of government certain fundamental rights, essential to 
life, liberty, and the pursuit of happiness. No one can enter 
into public office anywhere in this land until he or she takes 
a solemn oath to preserve, protect, and defend the Con- 
stitution of the United States. Not only that, but the fram- 
ers of our government set up an independent judiciary free 
of all political control, so that Constitutional rights might 
be safeguarded by more than mere words. 

Occasionally voices are heard feebly challenging the 
right of courts to set aside the unconstitutional acts of 
executives and legislatures. The men who constructed our 
federal union never had any doubt about that right. As 
early as 1786, Thomas Jefferson, referring to State laws 
repugnant to a State Constitution then existing, said: 
“The judges would consider any law as void which was 
contrary to the Constitution.” Alexander Hamilton, ex- 
pounding the new Constitution, in the “Federalist” wrote: 
“No legislative act contrary to the Constitution can be valid. 
To deny this would be to affirm that the servant is above 





his master, that men acting by virtue of powers conferred 
upon them may do what is forbidden them to do.” In his 
great opinion in Marbury v. Madison, delivered in 1803, 
Chief Justice Marshall expressed the nation’s sovereign will 
and settled for all time the question of the right and duty 
of the Supreme Court to set aside an unconstitutional act 
of Congress. He said: “The powers of the legislature are 
limited and that these limits may not be misunderstood the 
Constitution is written. The Constitution is paramount 
and a legislative act contrary to the Constitution is not law. 
It is emphatically the duty of the judiciary to say what the 
law is. If a law be in opposition to the Constitution, it is 
the very essence of judicial duty to say which shall govern. 
Those who controvert the principle that the Constitution is 
to be considered in court as paramount would reduce to 
nothing the greatest improvement ever made on political in- 
stitutions, that is, a written Constitution. How immoral 
it is,” he said, “to impose on the judges an oath to support 
the Constitution if they are only to be used as instruments 
for violating what they swore to uphold. If the Constitution 
forms no rule for the government, the oath to support it is 
worse than a solemn mockery.” Marshall’s powerful ju- 
dicial voice has come unchallenged down the years saying: 
“All laws repugnant to the Constitution are void and courts 
are bound to say so.” 

Another thing Marshall said which those in authority 
in Washington should now remember is this (uttered in Mc- 
Cullough v. Maryland): “No political dreamer was ever 
wild enough to think of breaking down the lines which 
separate the states and of compounding the American people 
into one common mass.” The “political dreamers” of this 
day have attained a degree of wildness totally unknown to 
John Marshall and his contemporaries. 

Under the government of limited powers created by 
Washington, Franklin, Hamilton, and Madison in 1789, 
and ordained and established by the votes of the people of 
the thirteen colonies, and after the blight of human bondage 
was washed away in the blood of civil war, the heavens bent 
above at least one land on this globe without a serf, a sub- 
ject, or a slave. Under that Constitution, the United States 
has grown to be the mightiest nation on earth, a nation in 
which individual well-being and personal security have 
reached a height never before attained in the long history of 
the human race. No document since Moses heard and 
recorded the commands of God amid the thunders of Mt. 
Sinai has so promoted the happiness of man, woman, and 
child as this Constitution of ours, which in its very first 
words proclaimed its purpose, “‘to establish justice, insure 
domestic tranquillity, provide for the common defense, pro- 
mote the general welfare and secure the blessings of liberty 
to ourselves and our posterity.” 

For the past two years the American people have been 
ruled under an Act of Congress which the nine justices of 
the Supreme Court of the United States have now unani- 
mously declared to be repugnant to the Constitution and 
therefore void. How any person versed in law or statecraft 
could expect that this now formally invalidated act would 
be permitted to co-exist with the Constitution is incompre- 
hensible. This legislation was not only clearly repugnant to 
the letter of our organic laws; it was repugnant to its very 
spirit, that is, to the genius of America. Either a military 


dictatorship, a financial dictatorship, or an economic dictator- 
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ship is insufferable in this country. What have been the fruits 
of our government’s two years’ wandering in the wilderness 
outside the barriers of the Constitution? As a distinguished 
Governor of New York used to say: “Let us look at the 
record.” 

Under the law recently declared void, 17,000 rules and 
regulations to control the conduct of the American people 
had been promulgated by the Executive Department of the 
government and 5,000 “laws” had been promulgated by the 
same department, violation of any one of which would con- 
stitute a crime, punishable by fine or imprisonment or both. 
Over 500 persons were awaiting trials for violating these 
executive ukases when their promulgation was declared to 
be unconstitutional. One of the most odious of Roman 
tyrants was he who inscribed penal laws so high on columns 
that no one could see to read them and yet the violation of 
which meant scourging, imprisonment, or death. The laws 
and rules promulgated under the “N. R. A.” cover 10,000 
pages of printed material. How many have read these pages 
and how many could understand them if they had? To 
enforce these 22,000 laws, rules and regulations, 146,490 
additional employees were put on the public payroll at a 
cost of a million dollars a day, and in addition thereto, the 
courts would soon be congested with the cases of those 
charged with violations of these codes, all to the further 
harassment of citizens and to the additional burdening of 
the American taxpayer, the real “forgotten man.” There 
should be applied to any legislative proposal before it is en- 
acted into a law this test: “Is it workable?” Spengler said 
that Bismarck was a statesman of the first rank because like 
all realistic statesmen he practiced in his statesmanship only 
“the art of the possible.” In other words, Bismarck under- 
stood the functions and limitations of law. The discovery 
of the natural laws under which social and economic forces 
operate is a part of the science of statesmanship ; accommoda- 
tion to these laws is its supreme art. Wisdom always re- 
gards realities. 

Senator Borah recently well said: “Before we make 
up our minds to govern permanently 130,000,000 people 
from Washington in all the affairs of daily life from the 
farmer’s wife marketing her chickens to the discretion of 
the husbandman in his planting and sowing, let us bear in 
mind that it is not humanly possible that these things can 
be overseen by the President. They are done by thousands 
of bureaucratic ascaridae who glory in the display of arbi- 
trary power. In such delegated powers are hatched those 
ravenous insects as fatal to the liberty of the citizen as the 
locusts to the field of the toiler.” 

Let us look at the record further. The national gov- 
efnment has spent more money during the past three years 
than was spent by the government in the entire first 124 
years of our history, during which we financed four wars, 
including the Civil War. In peace times we have pro- 
jected our national debt far beyond the peak it attained in 
war times. The government has ploughed under cotton 
fields, fallowed wheat, oat, and corn fields, and at public 
expense supplemented the destructive work of the boll- 
weevils, the corn-borers and the grasshoppers. We used to 
supply 60% of the world’s requirement of cotton. We now 
supply only 40%. While our cotton crop, in response to 
governmental decree, has diminished, the cotton crop of the 
rest of the world has increased by two and a half million 


bales. A few days ago the newspapers announced that a 
certain American manufacturer of cotton fabrics was moving 
his whole plant to Brazil, that it would take six freighters 
to bring his tons of machinery to the new location, that he 
was going to employ 150 Americans as officials and tech- 
nicians, and his other 2,300 employees would be Brazilians, 
and that he was going to use Brazilian cotton exclusively. 
The reason for his going to Brazil is that cheaper cotton is 
available there. Our exports of cotton for the current year 
will be the lowest in 40 years, with the exception of the 
war years, 1917-1918, when we needed all our cotton at 
home. The processing tax with its resulting increased cost 
of production, has opened the door to importation by cur- 
tailing domestic production of cotton goods. Imports of 
bleached cotton cloth from Japan for the first four months 
of the current year were at the rate of 51 times that of the 
corresponding period of 1933, the figures being: first third 
of 1933, 257,000 yards; first third of 1934, 6,044,000 
yards; first third of 1935, 13,154,000 yards. The importa- 
tion of stable grains has increased during the past two 
years as follows: 


Imports for 1935 
(Estimated on the basis 


Imports for of actual imports for 


1933 Jan., Feb., Mar., & Apr.) 
a _..._- 160,000 bus. 25,389,000 bus. 
ee 10,318,000 bus. 26,472,000 bus. 
ee 132,000 bus. 25,575,000 bus. 

Imports for 1935 

Imports for (Est. as above on actual 

1934 imports for four months) 
Ene 217,000 Ibs. 52,194,000 Ibs. 
| ee 16,326,000 Ibs. 114,123,000 Ibs. 


Lard exports decreased from 166,952,000 pounds during 
the first four months of 1934 to 51,386,000 pounds during 
the first four months of the current year. There are many 
other corresponding economic “returns” coming in from the 
administration’s pig pen pogroms. 

No man and no group of men have ever been created 
with sufficient wisdom to plan and with sufficient strength 
to carry out an industrial program for 130,000,000 people. 
The economic activities of a dynamic people cannot be forced 
into grooves fashioned by bureaucrats. No men who float 
around during most of their lives like eyeless fish in aca- 
demic caves, will ever long be accepted as leaders by the 
keen-visioned, experienced, and practical-minded American 
people. American genius can exist only in an atmosphere 
of liberty. Under the constitutionally protected liberty of 
the United States our forefathers marched industrially across 
the continent. They were 


“Men who matched the mountains, 
Men who matched the plains 

Men with empires ‘n their purposes 
And new eras in their brains.” 


They had courage worthy of their hopes and energies worthy 
of their ambitions. They knew the difference between 
dreams and ambition. They knew that those who merely 
dream wait for the dream to come true, and that they 
usually wait in vain, while those who have ambition work 
to attain it. They knew that the filament of dreams can be 
spun by those reclining on their backs but that no field was 
ever tilled and no harvest was ever reaped by one in that 
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position. ‘Theodore Roosevelt aptly said: ‘‘No education, 
no refinements of civilization, can ever compensate a people 
for the loss of their hardy virtues.” These virtues are essen- 
tial to survival and success, for life always has been and 
always will be under any social order a trial and a struggle; 
‘‘on Greatheart’s armor forever ring the clanging blows.” 
Let us look at the record further. Our national debt 
reached its war peak on August 31, 1919. It was then 
$26,596,701,684. On June 30, 1930, it had been reduced 
to $16,185,308,299. By the end of 1935, it will be more 
than double that amount. This nation went through the 


five-year depression of 1873 under Presidents Grant and 


Hayes, successively, with an average annual governmental ex- 
penditure of less than $275,000,000. At the end of that five- 
year period, in 1878, the national debt had increased by only 
$8,207,970. This nation went through the four-year de- 
pression of 1893 under President Cleveland with an average 
annual expenditure of less than $365,000,000, and at the 
end of that four-year period, in 1897, the nation’s debt had 
been increased by only $215,845,246. It is going through 
the current depression with an annual governmental expendi- 
ture of from six to eight billion dollars, and with the na- 
tional debt now increasing at the rate of ten million dollars 
a day. All this colossal and daily mounting debt must with 
interest added to it be eventually paid by the labor and sacri- 
fice of human beings. 

Some members of the present administration seek to 
find justification for extravagance, in the fact that Great 
Britain has a larger national debt than we have. Her larger 
debt is not surprising, for she was in the World War 51 
months while we were officially in that war for only 20 
months, and we had our soldiers on the actual battle front 
in large numbers for only six months. Furthermore, Eng- 
land’s public debt is nearly all national, with local indebted- 
ness comparatively negligible, while the American taxpayers 
have to carry not only the national debt but the debts of 
the 48 states and of thousands of county and municipal sub- 
divisions. ‘The debt of New York City alone is nearly as 
much as the debt of the United States government was at 
the close of the Civil War. More significant even than 
these figures is the fact that though England has a popula- 
tion only one-third as great as ours, though she supports 
742 people to the square mile, while we support only 41 to 
the square mile, and though she has had to face a depression 
period far longer than ours, she put her budget in balance 
three years ago and has since kept it there. Philip Snowden, 
then the Chancellor of the Exchequer, met a deficit of $750,- 
000,000 by reducing governmental expenditures $350,000,- 
000, and by adding $400,000,000 to the tax bill of the Brit- 
ish people. Leaning on two canes, this physically infirm 
but mentally and morally strong man voiced the indomitable 
spirit of his countrymen when he exclaimed after presenting 
a balanced budget: 

“All our past proclaims our future, 
Shakespeare’s voice and Nelson’s hand 

Bear us witness—come the world against her— 
England yet shall stand.” 


To increase our national debt in times of war from 
three billions to twenty-six billions of dollars, including loans 
to allies which it was expected would be repaid, to increase 
the debt to this extent when the nation’s industrial power 
was at its highest peak of production was one thing. To 








increase our national debt in times of peace from sixteen bil- 
lions to thirty-five billions of dollars, with the nation’s pro- 
ductive power at its lowest ebb, is quite another thing. 
When we converted our wealth into force in time of war 
we knew by the light of all history and all our past experi- 
ence in other wars that it was the only way to protect our- 
selves against a foe. When we attempt to squander our- 
selves into prosperity we are running counter to the ad- 
monitions of experience and refusing to follow the safe and 
sane paths of governmental economy and individual frugality 
which led us safely out of at least five previous major 
depressions. 

Let us continue to look at the record. In spite of the 
huge expenditure of governmental money, the unemployment 
problem is not solved either in whole or in part. The re- 
cently expressed verdict of the impartial Brookings Institu- 
tion of Washington, D. C., on the National Recovery Ad- 
ministration is: ““The N. R. A. on the whole has substan- 
tially retarded recovery. * * * So far as inducing recovery 
is concerned—interpreting recovery to mean increased pro- 
duction, increased consumption, increased employment, and 
increased real wages—it must also be concluded that the 
trade practice provisions of codes have been a hindrance 
rather than a stimulus.” In June of 1933, when the Re- 
covery Act went into effect, the volume of industrial pro- 
duction, as measured by the index of the Federal Reserve 
Board, was 92, i. e., it was 92 per cent. as great as the 
average of production during the three years, 1923, 1924, 
and 1925. The preliminary figure for May of this year is 
84, or a net decline during the two years of eight per cent. 
The statistical reports of the League of Nations carry in- 
dices of industrial production for all the great nations. 
These indices show that from June of 1933 to the spring of 
this year, the industrial production of Great Britain in- 
creased 20%, that of Germany 26%, that of Italy 31%, 
and that of Canada 17%, while industrial production of the 
United States during the same period decreased 8%. 

Not only has the American Constitution been subverted 
with no corresponding benefit to industry, not only has the 
national debt been doubled, but worst of all, the American 
people have in large numbers been induced by false prophets 
to accept and absorb a fatal economic and political phil- 
osophy. When Fletcher of Saltoun said centuries ago: “Let 
me write the songs of a nation and I care not who makes 
its laws,” he made a profound observation. In those days 
a people’s songs were their only literature and expressed 
their philosophy of life. When they sang of war, they made 
war. When they sang of peace, they were at peace. The 
revolutionary song, the “Marseillaise,” was first sung in 
Paris in August, 1792. Millions of Frenchmen then 
spontaneously began to sing it in fields, streets, and factories, 
and in six months the Reign of Terror had begun. The king 
and queen were guillotined in 1793. When the song, “John 
Brown’s Body Lies A-mouldering In the Grave But His Soul 
Goes Marching On,” swept from ocean to ocean, and was 
sung by blue-coated soldiers tramping down the avenues and 
onto fields of battle, the end of slavery was at hand. The 
greatest of social forces is mass emotion. 

For the past twenty-seven months the minds of millions 
of Americans have been impregnated with the lethal delu- 
sions that the government is something to live on, not some- 
thing to live under, that it owes everyone a living, that 











July 15, 1935] 





Vital Speeches of the Day 


657 





Uncle Sam is a three hundred and sixty-five days in the year 
Santa Claus, and that individual initiative and self-reliance 
are only vestigial virtues, now completely outmoded. Polli- 
cies based upon such delusions meet the condemnation of 
sound statesmanship everywhere. They sap national vigor, 
enfeeble the will to work, put a premium on lethargy, an- 
aesthetize energy, atrophy enterprise, retard sure-footed prog- 
ress, and like floating blithely down the Niagara river in a 
canoe, attentive only to the alluring prospect on the shore, 
lead to certain catastrophe. ‘The Lorelei are not all on the 
banks of the Rhine—there are some also on the banks of the 
Potomac. Adults, as well as children, should beware of 
the Pied Piper and his flute. 


In spite of our huge governmental expenditures, 


“The [Depression] Raven, never flitting, still is sitting, 
still is sitting 

On the pallid bust of Pallas just above our chamber 
door, 

And his eyes have all the seeming of a demon that is 
dreaming 

And the lamp-light o’er him streaming throws his 
shadow on the floor 

And [if the present policies continue] our souls from 
out that shadow that lies floating on the floor 

Shall be lifted—nevermore.” 


The greatest political philosopher of the last century 
was Herbert Spencer. He wrote something seventy-five 
years ago which ought to be lodged in the mind of every 
legislator, of every governor, and of the nation’s chief ex- 
ecutive. It is this: “It is a gross and dangerous delusion 
to believe in the sovereign power of political machinery. 
Give a child exaggerated notions of its parent’s power, and 
it will by-and-by cry for the moon. Let a people believe 
in government-omnipotence, and they will be pretty certain 
to get up revolutions to achieve impossibilities. Between their 
exorbitant ideas of what the state ought to do for them on 
the one side, and its miserable performances on the other, 
there will surely be generated feelings extremely inimical to 
social order—feelings which, by adding to the dissatisfaction 
otherwise produced may occasion outbreaks that would not 
else have occurred.” 

During the past few years producers of “exorbitant 
ideas” of what the state can and ought to do for the people 
have been most prolific. Demagogic panaceas have come in 
quintuples. The radio has greatly multiplied the range of 
influence of those who are particularly adept in the art of 
arousing ignorance. We had the “Townsend Plan.” It 
would have been merely a comical curiosity if so many had 
not been misled by its patent absurdities. We still have 
Huey Long and his “Share the Wealth” program. At the 
close of the Civil War, southern demagogues attempted to 
attract the colored voter by promising him “40 acres and a 
mule.” Now another southern demagogue promises: “Every 
man a king and $5,000 in his pocket.” John Stuart Mill 
pointed out years ago that it was the art of the demagogue 
“to tempt the people into idleness by promising them a share 
in a fictitious hoard lying in an imaginary government strong 
box supposed to contain all national wealth.” Wealth al- 
ways perishes where the energies of men are diminished, and 
nothing so saps human energies as a false economic philosophy. 
According to the doctrines of contemporary demagogues, the 
crew of the “Normandie” should, to achieve personal hap- 





piness, throw overboard the captain and every skilful navi- 
gator, then refuse to work, then gorge themselves on the 
contents of the ship’s larder and drink to their heart’s con- 
tent of the ship’s liquor. No plan more effective than that 
could ‘possibly be devised to convert the “Normandie” from 
a ship into a ship-wreck. Wealth results from work intel- 
ligently directed and energetically carried on. It must also 
be prudently conserved. There is no wealth of individuals 
or of nations so secure that it cannot be disintegrated and 
destroyed by folly. It does not take long for ignorance, 
indolence, and waste to dissipate the fruits of wisdom, work, 
and frugality. Neither national nor individual success can 
be maintained except by faithful adherence to the habits that 
produce it. “Easy is the descent into Hell,” wrote the fore- 
most poet of the ancient Roman world. 

Neither the debasing of our currency, the impairing of 
our credit nor the repudiation of our financial promises will 
bring us prosperity. Grover Cleveland said on April 13, 
1895: “This nation can promise the American people safety 
and protection only as long as its solvency is unsuspected, its 
honor unsullied, and the soundness of its money unques- 
tioned.” The way of wisdom is to maintain unimpaired our 
credit and undebased our currency, to banish fear, to remove 
the shackles from business, and to give to capital now shrink- 
ing back from investment, the spur of possible profit. Then 
private and public confidence will be restored, money will 
come out of hidden recesses and go to work, and through the 
commercial arteries of America there will flow in ever- 
strengthening tides, trade, which Cardinal Richelieu aptly 
called, “the calm health of nations.” In all ages and in all 
countries idle money has meant idle men. What the body 
economic needs is not more money but more business—not 
“fiat transfusions” of diluted money but the restoration of 
“normal circulation.” For recovery, confidence is needed, 
but no one was ever scared into confidence, nor can con- 
fidence be officially commanded—it comes only when in- 
spired. Generals proficient in the science of war and adept 
in its art always inspire the confidence of their soldiery; 
heads of government who are proficient in the science of 
statesmanship and adept in its art always inspire the con- 
fidence of the people. 

What this country wants is more lifters and fewer 
leaners, less governmental interference and more freedom 
for initiative and enterprise, not more handcuffs on business 
but the striking off of the newfangled shackles recently im- 
posed. I heard in this room two days ago an administra- 
tion spokesman (Marriner S. Eccles, Governor of the Fed- 
eral Reserve Board) say that banks ought to accept cheerfully 
more governmental control now because they sought govern- 
mental aid in March, 1933. I cannot accept that logic. I 
cannot subscribe to the proposition that just because the fire 
department comes to my home to extinguish a blaze, it gives 
firemen an excuse to make my home their future permanent 
place of abode and the authority to regulate forever-after 
the daily lives of my family. 

The ideals of ease and indolence held out by present- 
day demagogues are not the ideals that animated America’s 
forefathers. Most of them were farmers and frontiersmen. 
They lived without adequate food, clothing, or shelter. They 
fought savage beasts and savage men. For years they faced 
the armies of an empire. They went into battle with out- 
worn guns and limited ammunition. They were beaten in 
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battle, but they came back to fight again. They plumbed 
the depths of human suffering in winter camps, but their 
spirits were unconquerable. They carried the American 
eagle on the staffs of their battle-flags; like him, they 
reveled in conflict and storm. ‘They chose the king of the 
air as their symbol because he was daring and vital and 
strong and because God created him to be free. Athwart 
the most rugged heights there fell the shadow of his wings. 

Human society cannot be re-made in the twinkling of a 
change of national administration. No man has ever been 
great enough to close today the book of a nation’s history 
and to begin tomorrow that nation’s social and economic life 
entirely anew. With nations as with individuals, what they 
are today depends on what they were yesterday. There is 
a continuity of life which no dictator and no “New Deal” 
can break. The French executed their Bourbon king and 
tried radically to re-make their society but they soon got a 
Bonaparte emperor and their lives went on about as before. 

No matter how iridescently social reformers may dream, 
they, like Jacob on his journey, ultimately find that the 
dream of a ladder reaching to heaven has departed with the 
mists of the morning, and that they are pillowed on a stone 
of reality. No matter what vagaries superficial thinkers 
pursue through the clouds of fancy, mortal feet cannot long 
forsake the earth. No matter how much demagogues stir 
up the seething caldron of any national segment of human 


society, when that caldron ceases to boil—as it always does— 
there emerge political institutions and an industrial order 
exactly in keeping with the history, habits, and traditions of 
the people. With nations as with individuals, there are no 
sudden changes in the chemistry of character. When the 
fog of real revolution or the haze of pseudo-revolution dis- 
appears, all individuals discover that they are still living in 
the same world they were born in, a world in which the old 
copy-book maxims are still valid, a world in which honesty 
is, for both nations and individuals, not only right but the 
“best policy,” a world in which indolence is unremunerative, 
wastefulness wicked, work the way to wealth, and well 
doing the key to well being—a world in which virtue, pros- 
perity, and happiness are not governmental gifts but personal 
achievements. 

Ladies and Gentlemen, I prefer democracy to autoc- 
racy; in place of totalitarian state governed from the Dis- 
trict of Columbia, I am for the old federalized Union of 48 
States; in place of paternalism, my voice and vote are for 
individualism ; in place of wasteful and useless governmental 
experiments, I advocate fidelity to time-tested principles; in 
place of the king brand of Russian communism masquerading 
here as the “New Deal,” I appeal for the Americanism of 
our forefathers; and, in place of the 22,000 rules and regula- 
tions of the N. R. A., I give you the Constitution of the 
United States. 


Epoch-Making Changes in 
Business ‘Today 


By EDWARD A. FILENE, Founder and President of the Twentieth Century Fund 


At the celebration of the College of Commerce and Business Administration of Tulane University, New Orleans, La., 


June 11, 1935 


When | address you as “fellow students,” I 

am bidding for a real honor. That is, I want you 

to think of me as a student of business, not as an authority 

on business. Students must be alive. Generally accepted au- 
thorities are likely to be dead. 

There can be no authority on this new epoch, because 
it is such a completely new epoch. I thought at first that I 
might talk to you about up-to-date business technique. But 
there isn’t any up-to-date business technique. That’s some- 
thing we've all got to learn. I might speak about little mer- 
chandising devices which I have found very helpful; but in 
view of the basic changes which are occurring in the whole 
world of business, I could not help concluding that any such 
talk would be a waste of my time and yours. I am a prac- 
tical business man. I make no claim to being a philosopher, 
and I don’t want to be taken for a philosopher. But when 
events of revolutionary significance occur, the most practical 
thing that the most practical man can do is to consider the 
meaning of those events. 

I do not mean to speak slightingly of authorities. We 
could scarcely get along, for instance, without an authorita- 
tive dictionary. If it suddenly became necessary, however, 
to speak in Chinese instead of English, an English diction- 


M R. CHAIRMAN, Friends and Fellow Students: 


ary would not help us very much; and it is necessary, just 
now, for business to learn a new language—the language of 
Plenty—whereas our authorities seem to be authorities only 
in the language of scarcity. 

I do not claim to have mastered this language of plenty. 
Nobody has. The best we can do, in view of the revolu- 
tionary changes which are now in progress, is to put new 
meanings into our old words, and try as best we can to 
make ourselves understood. The very word “business,” how- 
ever, in this Machine Age of Plenty, must mean something 
very different from what it has always meant. The words 
profit and loss must now have a different connotation. The 
words employer and employee can not retain their customary 
meaning; while such words as thrift, credit, security, if they 
are to be of real use to us, must suggest to our minds the 
new thrift, the new credit and the new security. 

Is it any wonder, when we consider the circumstances, 
that so many business conferences nowadays consist of about 
one-tenth discussion and nine-tenths headache? I don’t like 
the recent rampage of reaction on the part of the United 
States Chamber of Commerce any more than you do—any 
more than many of its own delegates did—but give these 
mentally upset business men a little more time. It’s a pretty 
serious matter—this spending all one’s life in learning what 
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we learn, and then having to unlearn it in our declining 
years. Difficult or not, however, we must face the facts of 
this new epoch—this epoch in which, for the first time in 
human history, we have discovered how to produce so abun- 
dantly that business can not prosper unless the masses live 
abundantly. 

Recently a newspaper attacked me caustically for calling 
this a new epoch. The writer said it couldn’t be a new 
epoch because the Bible says that there is nothing new under 
the sun; and a correspondent reminded him that the Bible 
also says that “Old things are passed away and all things 
are become new.” 

Well, I happen to believe both statements. I do not 
think we can thoroughly study anything without reaching 
the conclusion that there are eternal principles, unaltered 
and unalterable; but there is no eternal principle more 
definitely established than the principle of constant change. 

There never was a normal year which could be effec- 
tively used as a pattern for other years, hence every effort 
to get back to normalcy must necessarily fail. There are 
just Old Years and New Years; and if we do not ring out 
the old and ring in the new, we may be quite certain that 
events will ring us out. If times are good in one year and 
bad in another, it is not likely to be because we acted differ- 
ently in one year than we did in the other. It is more 
likely to be because we did not see the necessity for acting 
differently and keeping up with the changing times. 

If we would only study change, instead of studying 
some transient aspect of it, change would not dismay us as 
it does. But not many of us have learned that art. Not 
many of our schools, it seems to me, have yet got around to 
teaching it. But if we had studied business in terms of the 
changes which business was bringing about, we would have 
been prepared for what has now occurred, and the Age of 
Plenty might have been ushered in with unprecedented pros- 
perity instead of with depression. 

Astronomers can date coming eclipses to the very min- 
ute because they are not content to study the location of the 
stars and planets, but insist on finding out where they are 
going and at what rate of speed. When we business men 
studied business, however, we did not think to find out where 
business was going, and when, in the very nature of business 
events, it would be likely to arrive. 

For the past fifty years American industrial genius has 
attracted world attention by astonishing feats of production. 
Our whole thought was on output. New machinery and 
new methods doubled, tripled, quadrupled production—and 
not merely production in the aggregate but production per 
hour and per man employed. Had we reflected on that 
development, we must have concluded that it would one day 
produce plenty; and that, in an Age of Plenty, the very logic 
of the Age of Scarcity would become useless. But we did 
not reflect. Plenty, we figured, would just bring us more 
of what we were enjoying. We would simply go on, it was 
supposed, doubling, tripling and quadrupling production ; and 
whereas we had once counted our profits in thousands and 
were now counting them in millions, we would one day 
count them in billions—all re-invested, presumably, in ex- 
panding the machinery of production and increasing the 
output. 

This attitude, while hardly scientific, was understand- 
able; for business men were too busy increasing output to 








speculate on what would happen when the whole world 
became organized to produce and sell without becoming 
organized to buy and to consume. 

Production itself, it seemed, provided a market for pro- 
duction. We might not be able at all times, of course, to 
sell all the shoes that we were manufacturing; but that was 
not a problem to stump the American business man. Instead 
of continuing to manufacture shoes, he could. go into the 
business of manufacturing shoe factories. The whole world, 
it seemed, wanted factories of every kind; for factory pro- 
duction had proven profitable and, while the common people 
of the world might be largely starving, there was no end of 
capital available for investment in profit-making enterprises. 


The Age of Plenty did not come without warning. As 
far back as the McKinley Administration, if you remember, 
Americans noticed that other nations had so much machinery 
that they could not sell the output profitably unless they 
could build up foreign trade; and there were so many nations 
in need of this foreign market that it seemed wise to have a 
big navy as a convenience in dealing with backward nations 
and preventing nations which were not so backward from 
hogging the market for themselves. It seemed wise, also, 
we noted, to have colonies, where machine industry had not 
yet been established ; then to sell our machinery to those who 
had capital to invest in the development of those colonies. 
So America got into the game too. We took Cuba, Porto 
Rico and the Philippines. We called it “manifest destiny.” 

Then one backward nation after another—-conspicuously 
Japan—bought so much machinery that they were no longer 
backward, but red-hot competitors in the struggle for for- 
eign markets, whereas smaller and smaller areas remained to 
be developed. There were just two possible answers to such 
a problem as that. We could either raise the standard of 
living of the masses throughout the world, enabling them to 
buy and consume in accordance with the world’s new capac- 
ity to produce, or we could engage in a War of the Nations 
to see which of the competing powers could, for a time, gain 
commercial supremacy. 

A world war, to be sure, could solve none of the prob- 
lems involved ; for the conquering nations now could achieve 
their commercial ends only if they developed all the areas 
they could, including the countries which they had con- 
quered; and that, in a very short time, would leave the 
situation as bad as it was before. But the world did not 
reflect on this. Our schools and colleges did not analyze the 
situation. Business men were too busy to give it a thought; 
and a young man of those days, if he entered a school of 
business, with the intention of preparing himself for a busi- 
ness career, was not given a hint as to the greatest problem 
with which business would surely have to deal. Business, 
we all supposed, consisted of the manufacture and distribu- 
tion of things for profit, and had nothing to do with the 
world crisis which would surely come when that process had 
evolved to the 1914 stage. 

So the world went to war, with little or no idea of 
what was pushing it. The masses, of course, did not fight 
for markets. The business men themselves did not do that. 
They fought, as a rule, for their nation’s honor. They 
fought in defense of their liberties. And they went to war 
to end war or to make the world safe for democracy. I am 
not blaming them. I am not even a pacifist. It remains 
true, however, that the nations fought because they hadn’t 





























































660 


Vital Speeches of the Day 


[Vol. I, No. 21 





given sufficient thought to their real problems. It was a war 
brought on by business evolution, in a world which had 
become full of business but was minus any basic business 
education. 

As a matter of fact, war does not belong to this Age of 
Plenty at all; and when we go to war, in these modern times, 
we do strange things. In the old days, when one nation 
made war upon another, it was usually for the purpose of 
carrying away the other nation’s goods. Now each nation 
wants the other nations to keep their own goods, instead of 
sending them across her boundaries. 

In the old days, the conquerors enslaved the conquered 
and made them do the work which the conquerors wanted 
done. ‘That was cruel but understandable. The conquered 
people had to raise food for the conquering people to eat. 
They had to make clothes for the conquerors to wear. They 
had to build houses for the shelter of the conquerors. In 
other words, the first thing the conquerors thought of was 
to furnish employment for all the people whom they had 
conquered. As we approached the Age of Plenty, however, 
these tactics simply wouldn’t work. The conquering nation 
of today, therefore, aims to keep its own masses working— 
making shoes and clothes and everything for the conquered 
people to consume. Of course, the conquered people, be- 
cause they are not allowed to work freely, cannot actually 
buy many of these things, and therefore cannot furnish much 
employment to their conquerors. But that’s the theory— 
not exactly fundamental thinking, but nevertheless an effort 
to solve the problem of what to do when modern industry 
made it possible to produce so much. 

Nations in the Age of Scarcity reckoned their profits 
by the excess of their imports over their exports. In this 
Ave of Plenty, because we have not yet learned how to dis- 
tribute plenty, nations reckon their profits by the volume of 
their exports in excess of their imports. Their notion of 
ideal trade relations is to get rid of all the wealth they pos- 
sibly can and take back nothing but money which, as every- 
body knows, is not wealth. 

We all understand what is wrong with an individual 
who tries to hang on to all the money he takes in and never 
pays out more than is absolutely necessary. We call him a 
miser; and if he takes in a lot of money, we contemptuously 
call him a rich miser. Actually, of course, there are no rich 
misers. ‘They are all poverty-stricken because, since they pay 
out no money, they take in no wealth. If they have a great 
deal of money, however, they suffer their poverty in the 
midst of plenty. 

| have known chambers of commerce to indulge in cam- 
paigns to patronize home industries and “keep the money 
in town.” If such a campaign were to succeed, of course, 
no one in town could possess a thing which the people of 
that town were unable to produce. Keeping the money in 
town is just a way of keeping the wealth out. Fortunately, 
we can’t do it; but we can hurt business considerably by 
trying. 

Hanging on to our money and getting rid of our wealth 
was not, to be sure, the logic of the Age of Scarcity. Our 
present troubles have come, rather, from an effort to apply 
the logic of the Age of Scarcity to the conditions of the Age 
of Plenty. As machine industry developed, and trade be- 
came the universal way of life, it became difficult for us to 
see exactly what was traded when any particular sale was 


made. It was easy, however, for us to see that we received 
money for the things sold, and it was easy to jump at the 
conclusion that that constituted the exchange. Of course it 
did not. Every real exchange is an exchange of real values, 
not the exchange of real wealth for a mere medium of ex- 
change. The money taken in must be used before we can 
know just what exchange has been effected. 

Business, however, settled down to the job of taking in 
as much money as possible and paying out as little as possible. 
Fortunately, however, business couldn’t keep the money it 
took in, any more than a single town can keep its money at 
home. Business had to buy materials and goods. It had to 
pay wages; and wherever great amounts of money were 
accumulated, they had to be invested somewhere; but so 
ignorant were we of what we were really doing that we 
thought of each investment merely as a scheme by which 
business could accumulate more money. 


Actually, then, whatever business men were thinking 
about it, business generally paid out its money almost as 
rapidly as it took it in. If it had not done this, there could 
have been no prosperity; for business is trade, and if the 
medium by which trade is effected were ever hoarded, trade 
would certainly be strangled. Since it wasn’t kept, however, 
but invested largely in the building of more and better indus- 
trial enterprises, the masses were generally employed for 
wages and kept getting back the money which they had pre- 
viously paid out for goods. 


From decade to decade, in fact, they seemed to be get- 
ting back more than they had previously paid out; and in 
America, at least, they were so pleased with the system that 
there was never any thought of revolt; and although there 
were frequent set-backs, business generally registered great 
progress. 

But we business men did not know what we were doing. 
If we had known, we would have arranged definitely to pay 
out money in the ways which were most needed for the facili- 
tation of trade; and we would have known that we could not 
go on forever building up machinery to multiply produc- 
tion without making some arrangement for multiplied 
consumption. 

When I speak of this new epoch, then, I do not mean 
that one basic principle has been abolished or one natural law 
repealed. ‘The same law which once caused man to capture 
and harness animals, so that he might use their power, even- 
tually caused him to capture and harness other natural 
forces. There was nothing new, therefore, in his harnessing 
power ; nevertheless, an automobile is not an ox-team and can 
not be driven as if it were. 

And this Age which is capable of producing and dis- 
tributing plenty can not be operated as if it were still an 
age of scarcity. 

We need not ask for the slightest deviation, then, from 
any basic business principle. All that is necessary is that we 
apply basic business principles to the new conditions with 
which we must now deal; and one of the basic principles of 
business is that the purpose of money is to facilitate exchange. 

Money can not serve this purpose if it is kept in anyone’s 
possession; for exchange is axiomatically a two-way process. 
I claim to be a fair-to-middling business man; but I was 
never yet able to sell any goods to myself. If I sell anything, 
someone else must buy it. If we business men are to sell 
much, our customers must buy much; and there is no way 
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by which we can sell the output of modern mass production 
unless the masses can and will buy it. If the masses haven’t 
sufficient buying power, then, business sense demands that 
we use our money to enable the masses to buy abundantly. 

We hear it said often that we can’t spend our way to 
prosperity, as if the very idea were utterly new and fantastic. 
But how did we achieve the proserity of 1926, say, as con- 
trasted with the relative poverty of 1906 or of 1886? 

Did we do it by keeping the money which we teok in? 
Positively not. We did it by investing that money where it 
needed to be invested, if we were ever to do business in a 
bigger and still more profitable way. 

When the Age of Scarcity was still with us, the best 
business investment was an investment in something which 
would help relieve that scarcity. In the Age of Plenty, for 
identically the same reasons, the best business investment is 
an investment in something which will help to distribute this 
plenty. 

I have been forced by every study which I have been 
able to make to conclude that the best and safest investment 
for business at this particular time is the payment of the 
highest wages which can profitably be paid; for wages con- 
stitute the buying-power of the largest element of our popu- 
lation. Merely distributing money broadcast, I am afraid, 


would hardly serve our purposes; but if we make wages as. 


high as they can profitably be made, by the most scientific 
planning, we may be sure that those who get the wages will 
not only increase their buying, thus increasing our sales and 
increasing employment (which in turn will cause still more 
buying and still more employment) but that, by being effi- 
ciently employed, they will constantly be producing more 
wealth than they consume. 

No individual employer, however, can do much toward 
raising wages unless he can be certain that his competitors 
will do as much. We must have codes, then, and codes 
which can be enforced, so that wages will surely be removed 
from competition; and business must find a way to set up 
and enforce such codes, regardless of the confusion of its 
present leaders, regardless of what Congress does and regard- 
less of what the Supreme Court says. This implies no criti- 
cism of the Supreme Court; but if business codes are now 
unconstitutional, the Constitution must be amended in ac- 
cordance with the facts of this Age of Plenty, or it will be 
mathematically impossible to achieve any lasting recovery. 

We must not only have inter-state but intra-state codes, 
and not only industrial codes but inter-industrial codes. The 
automobile industry, for instance, can not be permanently 
prosperous unless coal miners and textile workers are able to 
buy cars; and if the coal and textile industries do not know 
how to raise wages to the necessary levels, it becomes the task 
of all industries and all finance, in their own selfish interest, 
to cooperate with such industries and enable them to do so. 











We know now, most of us, that business can not be per- 
manently prosperous unless agriculture is prosperous. But 
that wasn’t always so, and it is time that we learned why. 
In the Agrarian Age of Scarcity, business men could reap 
fortunes out of the desperate necessity of those with whom 
they trafficked. But this has become no longer possible, 
excepting as some grafters and chiselers may achieve momen- 
tary profits by undermining and weakening our whole busi- 
ness structure. It becomes necessary for business then, to 
organize to defend itself against such economic traitors; and 
to do that, we must learn the technique of cooperation, not 
only with all legitimate business but with every legitimate 
element of our population. It isn’t President Roosevelt who 
is compelling us to do this. It isn’t the Brain Trust. It is 
eternal, immutable economic law which has brought us to a 
period in which business success can be achieved only through 
scientific business service to the mass consumer and devoted 
cooperation for the common good. 

I know that such words seem preposterous to those who 
still think in terms of scarcity, and in terms of the prin- 
ciples which were valid in the Age of Scarcity. But we can 
not reject facts because they seem preposterous; and we can 
not alter them by resolutions of the United States Chamber 
of Commerce. That the facts are astounding, I admit. I 
have no language to express how astounding they have ap- 
peared to me; for they compel us selfish human beings, in 
our own selfish interest, to dedicate all our energies to the 
good of all. This discovery that we, all through these cen- 
turies, have been instruments in the carrrying out of a Plan 
which we could not comprehend, thrilled me, at least, with 
awe and reverence. 

We can achieve wealth now only as we distribute it. 
We can save only as we spend. We can be secure now only 
as we arrange for everybody’s security; and we can have lib- 
erty only as we liberate the masses everywhere from the 
age-old struggle for mere physical existence, and make it pos- 
sible, for the first time in human history, for them to release 
their energies in the ways that are indicated by human 
aspiration. 

It may not be expected of a practical business man that 
he shall speak like this. But what can one do—what other 
course could possibly be practical—in the face of the epoch- 
marking changes which are now occurring? Let us once 
grasp the essential meaning of this Age of Plenty, and we 
need not mistrust our ability to develop a technique capable 
of dealing with it successfully. But let us, in our confusion, 
strike out for the wrong goal, and any improvement in mere 
technique will only get us there more quickly and hasten 
our disaster. This is a new epoch. To discover the new 
responsibilities of this new epoch, and to act in accordance 
with those new responsibilities, is the most practical and most 
important problem which confronts us now. 
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“Why Are Ye Fearful?” 


By JAMES B. CONANT, President of Harvard University 
Delivered in the Memorial Church, Harvard Yard, June 16, 1935 


TAKE my text for this baccalaureate sermon from the 
eighth chapter of the Gospel according to St. Mat- 
thew, ‘Why are ye fearful, O ye of little faith?” 

Gentlemen of the Class of 1935, a man would have to 
be in a most unrealistic mood indeed to paint a rosy picture 
of the future which lies immediately ahead of us. You all 
know the gravity of the situation: millions of unemployed, 
uncertainty facing others, a dislocation of our national life 
caused by an economic depression to cure which radical expe- 
dients are being boldly urged by restless groups. In at least 
two foreign countries we see brutal and degrading tyranny. 
In the whole world reason ebbs and hope for freedom and 
liberty runs low. In more than one quarter there is the 
menacing threat of war. 

The faith which burned so brightly nearly twenty years 
avo at the close of the “war to end war” now seems almost 
extinguished. In regard to international peace, in regard 
to reasonable forms of government insuring liberty and free- 
dom, in regard to a stable economic system giving security 
and happiness, in regard to all these vital matters even the 
most intelligent are discouraged. Fear and apprehension are 
in the air and the dread of tomorrow colors the views of 
even some of the sanest members of the community. 


Since this is the sort of world into which you step, it 
has seemed to me, gentlemen, that you may well ask your- 
selves the question which I have taken for my text, “Why 
are ye fearful, O ye of little faith?” Now, I shall attempt 
no excursion into the fields of religious belief; that is not 
the function of a baccalaureate sermon in this college in the 
twentieth century. I shall merely point out the devastating 
effects caused by fear, and urge upon you as educated men 
the necessity of evolving a solid philosophy of life,—a philos- 
ophy of life which will enable you to face the future 
unafraid. 

The emotional atmosphere in any country varies from 
time to time during the course of its history. There are 
periods when a buoyant enthusiasm and tremendous optimism 
infect a whole population. ‘There are other times, like the 
present, when a fear bordering on hysteria stalks through 
the land. 

I do not need to dwell on the many signs which today 
are symptomatic of an irrational temper; if they increase, 
what is now a general apprehension will become that dan- 
gerous mob psychology we call terror. We all known that 
when real terror seizes an individual he ceases to be a 
rational creature and his standards of decency go by the 
board. He will believe the incredible, spread the wildest 
rumors, turn on the members of his own family, and betray 
his best friend. 

A group of people or a nation will behave in a similar 


way. Historians still use the word terror to mark certain 


’ disgraceful chapters of history which can be studied if one 


wants to learn of human nature at its worst. Those who 
have witnessed a crowd suddenly overcome by terror describe 
a revolting spectacle. In a mob seized with panic, man 


reverts to the beast and only his animal instincts remain with 
which he fights ruthlessly and blindly for his own preserva- 
tion. Nothing counts but himself. To this extreme a man 
may be driven by great fear. 

We hope that the disintegrating and demoralizing state 
of fear will not increase; perhaps we have already witnessed 
the height of the present wave. But it clearly behooves all, 
particularly all who are young, to examine their own souls 
to see if they themselves are proof against this fatal malady. 
Each of you gentlemen must grapple with your own per- 
sonal problem and settle it in such a way that you will assist 
in restoring a sane point of view to the whole country. If 
you partake of the fear which is now manifest, you will 
increase a national hazard. 

The question of how an individual looks at the future 
is thus clearly one that concerns not only himself but the 
community at large. Anyone who has had experience with 
a group of men knows the contagious nature of fear. A 
leader’s slight apprehension may be sensed by his followers 
and become magnified as it passes from one to another. An 
experienced industrial engineer once gave me good advice 
concerning the starting of a small experimental plant, the 
operation of which was not without its dangers—particularly 
in the hands of a very green crew. “The tone of your voice 
is important,” he warned, “the slightest indication by even 
a gesture that you are doubtful of the outcome will destroy 
the confidence of the men. If they once become alarmed, 
something is sure to go wrong.” 


In the future many of you may be called upon to be lead- 
ers in one capacity or another; indeed, in a sense anyone who 
has a group of friends and acquaintances is in a minor way 
a leader of opinion. An educated, thoughtful man who 
considers all the aspects of our present problems and the 
difficulties that seem inevitable in the future must realize 
the magnitude of the stakes involved. To know the possi- 
bilities of misfortune and yet to proceed without anxiety is 
at times perhaps impossible. But to advance without betray- 
ing fear is a duty incumbent on all who lead. 

The responsibility of each person for the emotions of 
the group to which he belongs is evident; if the community 
of which he is a member meets disaster through panic, his 
own alarm is in part to blame. However, the corroding 
effects of fear on an individual’s personal life are not so 
obvious, and yet all who have studied human nature know 
what a crippling ailment of the soul fear may become. It 
was well said long ago that “it is not pain or death that is 
to be feared but the fear of pain or death.” 

Fear poisons a man’s honesty with himself and with 
others. How often have unvoiced apprehensions deterred 
men and women from making a courageous, honest appraisal 
of a situation; how often has timidity prevented an inquiry 
which would have shown before it was too late that what 
appeared solid structure was in truth shored up by rotten 
timber. In the life ahead of you you will be called upon to 
make certain decisions, momentous decisions which perhaps 
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Now I venture to prophesy 


will affect the lives of others. 
that under one condition you will make the wrong decision 
almost without fail, namely when you are afraid. ‘Timidity 
and clear thinking do not go hand in hand. 

Worry robs innumerable people of their happiness. It 


is an affliction which multiplies with age. If there is any 
way in which you gentlemen at this stage in your life can 
guard against it, you would be well advised to do so. Fear, 
not foresight, is the cause of worry. Everyone must attempt 
to understand the problems which confront him. Only a 
fool starts an adventure without considering every possi- 
bility of disaster. ‘The wise man weighs the chances of 
mishap at each step and lays his plans accordingly. He 
neither shrinks from the consequences of misfortune nor does 
he dwell on them unduly. Brooding on the uncertainties, 
rehearsing the possible calamities, can do nothing to increase 
his chances of success; indeed, it may do just the reverse by 
undermining his own morale or that of his followers, for it 
is possible by the power of suggestion to awaken fear in all 
but the stoutest hearts. 

In one of those periods of history when everything 
seems to be headed in the right direction for a particular 
group of people, an individual’s acquaintance with anxiety 
may well be entirely personal. When prosperity and happi- 
ness are in the air, a young person may often regulate his 
life with considerable success without thinking much about 
the future; he may go along for many years without appre- 
hension and with no apparent need for faith. You who 
graduate this week may be inclined to cast an envious eye 
on those who were young in such periods; but I maintain in 
all sincerity that it is they who should envy you. 

You are of the generation which is called to the colors 
when the never-ending campaign takes on a new tempo. 
The very uncertainty of the times must force you to ponder 
on certain fundamental problems and compel you to answer 
hard questions which in easier days you might have evade‘. 

After all, even under the most favorable auspices, past 
or present, can anyone escape the personal hazards which are 
a part of life? Examine the past records of different fam- 
ilies, look at the statistics and see how much guarantee there 
is for a long life free from sorrow and suffering even for 
the youth born in the best and longest of “boom times.” ‘To 
be sure, medical science has done much to increase the expec- 
tancy of life for the young and to alleviate pain, and will do 
much more during your lifetime; but there is an end and not 
always a pleasant one ahead of each of us. 

We are mortal, and in the tables of the life insurance 
companies each of us counts only as a probability. Indeed, 
an obliging actuary would calculate for any one of you your 
chances of surviving the coming week, a year, ten years, or 
fifty. The same considerations touch our friends, the mem- 
bers of our families,—the span of life of those dearest to us 
is calculable only in terms of probabilities; they are the 
hostages we have given to fortune. Such are the premises 
on which the universe is constructed. Whether it is “a 
well-managed universe or a chaos huddled together” you 
must decide for yourselves, and on the answer to that 
question the direction of your lives depends. To evade the 
issue is to go forth unarmed,—and that the times forbid. 

Of course, each man’s faith will differ from that of his 
neighbors; it will be forged by his own experience, it will 
reflect his view of the universe. To be worth anything a 







faith must be militant and active,—it is no literary exercise 
in philosophy. And yet the educated man today must con- 
sider many things and weigh them carefully before he 
answers the question—what is significant, what is of eternal 
value? He must examine religious beliefs and philosophies, 
the opinions of wise men, the annals of human hopes and 
ambitions, the victories and defeats in man’s battle with 
himself and with nature,—in short, he must be acquainted 
with history. 

The story is told that Archbishop Usher, a great divine 
and scholar in the seventeenth century, was led to his life- 
time of study by the famous saying of Cicero, “To be igno- 
rant of what occurred before you were born, is to be always 
a child.” Now let it be noted that children have a sort of 
faith, a faith proverbial for its simplicity and its inability 
to cope with the realities of life. A childish faith when it 
meets the unexpected rapidly gives way to childish terror. 

You will hear people today speaking of this or that 
possibility as though it would be the greatest disaster in the 
recorded history of the human race. Have those who make 
such statements ever considered the state of Central Europe 
after the Thirty-years War? Do they realize what man- 
kind has been through? Not that the contemplation of 
some of these grim and ghastly episodes in history is cheer- 
ing; not that the knowledge of past horrors can comfort 
those who are afraid of the storms ahead. But historical 
knowledge does give a sense of perspective, and tends to 
reduce exaggerated statements to a minimum. To know 
and understand something of what has happened to other 
generations is to arm your faith with a shield which the 
ignorant must forever lack. 

There are two common sentimental approaches to his- 
tory, both equally false in my opinion. Some people turn 
their backs on all that has happened before our time, brand 
the historical record as a mass of lies, and then proceed with 
great inconsistency to believe what modern writers say of the 
present and prohesy for the future. Others glorify the past, 
lavish praises on its successes, and forget its failures. Is it 
not more reasonable to consider success and failure as equally 
important? The good and the evil of the past are for us 
to study, and from this study we must draw the conclusions 
which will help us guide our lives. An injunction to our 
students might well be written over the doors of our 
libraries: Study the past but do not worship it. 


I am no apologist for the Victorian doctrine of progress 
which implied a continuous forward movement of mankind 
towards one desired goal. There are perhaps as many goals 
as there have been noble aspirations, and many of these are 
mutually exclusive. We assume a great deal of wisdom 
when we point a finger in a particular direction and say 
that it is the right road to civilization, that it is the way of 
progress, 

The creative impulse in the human spirit has manifested 
itself in many splendid forms. Whether the change from 
one period to another marks progress or retrogression de- 
pends usually upon whether he who passes judgment is an 
artist, a scholar, or a philanthropist. It seems to me, there- 
fore, that we may lay aside entirely the problem of progress 
or no progress, and merely examine the history of civilization 
to see what meaning and inspiration we may draw from it, 

We find wave-like motions of growth and decay, periods 
of prosperity alternating with times of despair, we learn of 
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all sorts of interesting and strange adventures of individuals 
and races. But out of it all does there not arise a vision of 
human achievement—heroic actions, inspired thoughts, de- 
signs of beauty, the slow unraveling of nature’s secrets? 
Take what view you will of the past or the future direction 
of the human race, this heaped-up treasure, this non-material 
wealth alone speaks eloquently to me of what is man, and 
strengthens my belief in the significance of his future. 

Finally, in attempting to formulate this philosophy of 
yours which I have suggested may help to give you immu- 
nity from fear, you will keep coming back to a central 
problem. A Roman philosopher who was also a statesman 
and a soldier expressed it simply, ““The universe is either a 
confusion, or it is unity and order and providence. If the 
former, why do I desire to tarry in an accidental combina- 
tion of things and such disorder? . But if the latter 
is true, | venerate and I am firm.” You can not answer 
this fundamental question if you attempt to measure the 
universe with the personal yard-stick of your own happiness 
and sorrow. 

We all realize that the search for life’s significance must 
be divorced from our immediate selfish concerns. No clever- 
ness or skill, no personal triumphs or feats of the intellect, 
will be sufficient unless your efforts are dedicated to some- 
thing greater and more permanent than your own material 
existence. Probably no two of you will agree as to just 
those ends and ideals which sum up the meaning of life, but 
for all of you the goal which will truly satisfy will involve 
your own fortunes only incidentally. 

When we study the lives of those who seem to have 
reached a comprehending wisdom, we find that such men 
learned to evaluate the future apart from the questions of 
their daily concerns, their pains or pleasures, or even their 
private ambitions. If an individual is so fortunate as to 
arrive at a point where he can contemplate life’s problems 
with calm detachment, free from petty personal considera- 
tions, then indeed he has attained a faith which is an 
unfailing guard. 

A calm and thoughtful approach to modern problems, 


a due appreciation of the past in the attempt to gauge the 
present,—such an attitude should be typical of an educated 
intelligent man. But such a detached critical attitude does 
not imply the acceptance of a philosophy of defeatism or 
non-resistance. No one with youth or vitality could sub- 
scribe to such a doctrine, least of all in these exciting times. 

Tomorrow will be different from yesterday and each of 
you will play an active part in the change. You will fight 
against the things you believe to be wrong and for those you 
believe to be right. You will do all in your power to per- 
petuate certain ideas which you cherish, and you will join 
zealously in the struggle when you can lend an effective 
hand. 

But the test of your faith comes as day by day you hear 
reports from the many portions of the front on which you 
are not engaged,—can you read them calmly and unafraid? 
Even if the cause with which you identify all that is noble 
appears to be losing, will you give up hope? Under such 
circumstances is there nothing to do, have you no role to 
play? 

It is not always realized that a well-fought rear-guard 
action may be as important for the future as a dramatic 
advance which carries all before it. Oliver Cromwell 
boasted that “the Lord made our enemies as stubble to our 
swords,” yet his commonwealth was soon overthrown. Re- 
former and reactionary alike are too prone to identify them- 
selves with the will of God. We cannot foresee the course 
of events or the verdict of posterity. We can only meet the 
challenge of our day with courage and humility, laboring 
passionately, unceasingly, but never with despair. The 
heroes of the past could do no more. 

A staunch Puritan who survived the overthrow of all 
that he held dear has left us the description of a wise and 
brave warrior, an ideal character armed with fortitude. His 
words have meaning for us today: 

“Unshaken, unseduc’d, unterrify’d, 

His loyalty he kept, his love, his zeal: 

Nor number, nor example with him wrought 

To swerve from truth, or change his constant mind.” 


Prospects of the Republican Party 


Report on the Grass Roots Conference 
By HAROLD B. JOHNSON, Editor and Publisher 


Harold B. Johnson, editor and publisher of the Water- 
town, N. Y., Daily Times, was sent to the Springfield, Lll., 
gathering by the Association of New York State Young Re- 
publican Clubs as an unofficial observer with instructions to 
report back his conclusions at the annual meeting of the State 
Association at Alexandria Bay, June 22, 1935. This is Mr. 


Johnson's report. 


HE grass roots Republican conference at Springfield, 
Ill., was conspicuous and of major importance politi- 
cally for five things: 

First, its declaration of principles went measurably 
farther in progressivism than the Chicago platform of 1932 
or any other national platform of the party. 

Second, the indictment drawn placed responsibility for 


Administration policies directly upon President Roosevelt. 


This is the first time since 1932 a Republican political gath- 
ering of major importance has drawn the line so definitely. 

Third, the proceedings, the indictment, the declaration 
of principles and the leadership as revealed give the country 
for the first time a concrete and definite idea of the views 
and the strategy of the national Republican organization at 
the present time, one year before the national conventions. 

Fourth, the apparent inclination of the party leadership 
as now constituted to adopt a program which will recognize 
the demands of the present era as comprehended by public 
sentiment. 

Fifth, failure of the constitutional issue to appeal 
strongly as paramount at this time. 

The grass roots conference as originally planned was to 
have been a small affair with delegates representing only 
three States, Kansas, Missouri and Iowa. Its purpose was 
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to discuss the problems and proposed policies of the party 
and adopt a declaration of party principles as representing 
the ideas of the mid-West area. Other States sought admis- 
sion. Ultimately ten States were admitted to the conference. 
National leadership of the party became interested. The 
national leaders saw in the conference an opportunity to 
present to the country the ideas of the mid-West from a 
Republican party standpoint and as representing the Repub- 
lican organization that has held control through recent years. 

Perhaps it would be unfaix to say that the national 
Republican leadership stole the show. ‘There must be lead- 
ership in any conference of 5,000 or more delegates and 
probably it was inevitable that a veteran leadership take 
command of a conference of such proportions as was devel- 
oped in this gathering. The charge is now being made that 
the national leaders saw in the conference an opportunity to 
put themselves on record as against the New Deal. Some 
political writers are saying that the East refused to «on- 
tribute any money to the treasury of the National Committee 
until it knew whether the party as such was going on record 
as opposed to the New Deal. Would it take strong position 
against the New Deal or would it compromise through 
political fear, timidity or expediency? Here was an oppor- 
tunity to take a definite stand. These writers say that the 
indictment was made strong in order that the East might be 
convinced and feel free to contribute to an anti-New Deal 
party. 

The movement looking toward the conference took a 
decided change a few weeks after it had started. Instead of 
an affair springing up spontaneously and finding its origin in 
the grass roots, it readily attracted powerful sponsors. Some 
of the delegations were entirely non-political, that is, the 
selection of the personnel was not directed by political or- 
ganizations. In some instances places were refused those 
who held office on political committees. Again, in some of 
the States the delegates were officers of the committees, men 
who had been known long as party workers in their commu- 
nities, veteran associates of those in control of the national 
organization. 

Originally William Allen White gave the conference 
movement its greatest impetus. He endorsed it and it was 
understood that he was to write the platform. His country- 
wide prominence gave the conference attention from the first 
which it would not otherwise have had. He was asked 
originally to draft the platform. It was understood that he 
would do so. Then suddenly, with the emergence of the 
national leadership, he began to fade from the picture and 
finally did not attend the gathering. This was regrettable. 
He could have given to the platform an uplift, spiritual, if 
you please, that was in a sense lacking. Mr. White has 
made no statement as to why he withdrew finally. How- 
ever, his friends say that he gave the committee in charge 
three alternatives: First, he would write the platform, they 
to accept it as written. Or second, he would write the plat- 
form, they to change it as they saw fit and he to have the 
right to submit a minority report. Third, he would not 
attend, if they wished it so. He did not attend. Up to the 
first of the present week his Emporia Gazette had made no 
comment on the conference or its declaration of principles. 

The gathering was colorful. The delegates came from 
a great farm area of America, probably the greatest pro- 
ducing area in the country, and one whose party support is 





essential to Republican success next year. It has been this 
area in which the Democratic Administration has been so 
much interested. It is this area that is noted for its political 
originality and its lack of hesitancy in expressing itself. 
What the conference decided at Springfield must necessarily 
be important in the contemporary political annals of the 
country, regardless of the auspices under which it was held, 
and even the auspices would necessarily be as important as 
the conclusions. For any auspices sufficiently strong to dom- 
inate such a gathering must be seriously considered a major 
factor in the next national convention. 

The first day’s sessions were devoted largely to a dis- 
cussion of the Constitution and the issue created by President 
Roosevelt’s recent statements regarding the Supreme Court’s 
N. R. A. decision. But the conference might easily have 
gone on the rocks in this discussion of the Constitution, for 
it was apparent that the delegates were not deeply interested. 
They felt that the Constitution is safe. They argued that 
our institutions as established through the years were made 
safe by the Supreme Court’s decision in the N. R. A. cases. 
The Constitution itself is safe, for if it were otherwise there 
would have been more sympathetic response to President 
Roosevelt’s hint that it should be changed. 

Former Governor Lowden was the keynote speaker and 
he devoted his discussion largely to the Constitution. The 
mid-West likes Governor Lowden. He made a strong 
Governor of Illinois. He was first to espouse the McNary- 
Haugen bill when it was encountering such strong opposition. 
He was therefore welcome in that conference, even though 
his audience was little interested in the subject of the 
Constitution. 

It was unfortunate that former President Hoover was 
responsible for Governor Lowden’s acceptance of the invita- 
tion to address the convention. If Mr. Hoover had been on 
record as saying that he was not a candidate for renomination 
it would have been a far different matter. But there was 
some apprehension lest the conference might be turned into 
a boom for Hoover for President again. Then there was 
also the somewhat unfortunate statement of Governor Low- 
den, made the day following Mr. Hoover’s visit to his home 
in Oregon, Ill., that the West was if anything more con- 
servative than the East. The delegates were asking, “What 
are Hoover and Lowden attempting, anyway?” As a matter 
of fact they probably had nothing subtle in mind. But the 
conditions looked suspicious the delegates felt. This was 
something of a handicap upon the conference, even though 
it was able to overcome it. 


The Constitution was disposed of the first day and then 
there was more general discussion, and the farm subject was 
given full swing. The convention immediately responded. 
The area is still committed to the A. A. A. programs, even 
when the average farmer feels that they are not sound. In 
his desperation he has been willing to sacrifice soundness 
to something that promises immediate advantage to him. 
Therefore, he has taken on the A. A. A. programs, even 
though he feels they cannot last and even though he fears 
the whole program will result in a wreck. 

This Western farmer wants the processing tax so long 
as industry has a tariff advantage. In his heart of hearts he 
would prefer agricultural programs that went down deeper 
and were built on those foundations which instinctively he 
feels are more sound. But biding his time until something 
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else comes along, he does not want to release the A. A. A. 
until he gets something else in its place. The conference had 
the delicate task of not condemning the A. A. A. and at the 
same time not endorsing it, and it encompassed the difficult 
situation by advocating that the party surrender no economic 
advantage of agriculture attained and committing the party 
to work for a parity price for the products of the farm in 
the domestic market. 

The conference said that while there is a protective 
tariff for industry there must be some system to put the 
farmer on a parity with the industrialist. “The keynote 
speaker was an advocate of the McNary-Haugen bill and 
while the conference cannot be said to have endorsed this 
measure, inferentially it endorsed it with the keynote speaker 
standing for it as he does and the permanent chairman, Mr. 
Hamilton, who has pleaded for parity, and the further dec- 
Jaration of principles advocating parity. So the conference 
went far along toward advocating this legislation which was 
so unpopular with the established leadership of the party 
only a few years ago. This is the equalization plan which 
the Republican leadership of other years turned so abruptly 
against. 

Agriculture was the great hurdle of the conference and 
when there is criticism of the old leadership that dominated 
at Springfield that leadership must be given credit for hav- 
ing done well in handling this most difficult subject and 
apparently to the satisfaction of the farmers of the mid-West 
who are so deeply concerned. ‘The delegates know their 
people back home, whether they are grass roots delegates or 
picked delegates, and they would hardly stand complacent 
and see the all-important subject of agriculture weakly 
handled. 


The conference, under the old leadership of the national 
party, threw its lines into trenches far in advance of any that 
the party has previously occupied in previous campaigns, and 
it did so with what must be interpreted as sincere effort. 

The platform planks or the declaration of principles do 
not create the impression of having been forced. They ring 
sincere and vigorous and go no farther than reasonableness. 
They do not make extravagant promises but they present 
what impresses as common sense view and conclusion. 
Therefore, the conference must be given full credit for hav- 
ing framed declarations that seem to meet the temper of the 
mid-West and its demands at this time, and at the same time 
do not seem to be set up in competition with the Democratic 
promises based on extravagant experimentation. 

One of the best speeches of the conference was that of 
Mr. George Olmstead, chairman of the Young Republican 
National Committee, of the National Association of Young 
Republican Clubs. He outlined well the attitude of the 
Young Republicans as to the present political and govern- 
mental scene when he said: “I would be doing less than 
my duty to the Republican Party and to this great meeting if 
I were not to say to you frankly that these young people will 
not be satisfied with reactionary or warmed-over leadership.” 

The Young Republicans were everywhere present at the 
gathering. ‘There is an unmistakable feeling on the part of 
the old leadership of the party that their energy and their 
spirit is desirable in party affairs, but at the same time there 
seems to be a hesitancy about using them to the full. This 


hesitancy is born of a mistaken feeling that they may go too 
fast and condemn too ruthlessly some of the political prac- 





tices and some of the policies of the past, all to the distress 
and annoyance of the old leaders. The younger Republicans 
were not used to full advantage at Springfield, again prob- 
ably the fear age has of youth. This attitude should be 
overcome. It does not speak well for the future of the 
party. No threats have been made, but we do not want in 
this country a youth movement that will sweep aside age in 
its ruthlessness. That would be as undesirable as is an in- 
sistence of age that youth can be admitted to party counsels 
and activities only in a limited way. 

The Springfield conference lost a rare opportunity to 
assure the country that youth was being recognized to the 
full in Republican party affairs. There is an unmistakable 
feeling on the part of the rank and file of the party that it is 
an epoch that calls for the initiative and originality of youth. 
Youth is passing into the unfolding era, and youth, more 
eager than ever to exert its influence, is entitled to play a 
major role in determining party and governmental policies 
under which it shall work and live. 

Incidentally it might be said in passing that weeks ago 
Mr. George H. Sibley, president of the Association of New 
York State Young Republican Clubs, said that it might be 
desirable for the Young Republicans of the Eastern States 
to assemble in a grass roots conference of their own to can- 
vass their views and express their attitude on public ques- 
tions and party affairs. Such a conference might readily 
contribute generously to good government and good citizen- 
ship in that it would place before all America the viewpoint 
of the Young Republicans and their attitude on public 
policies at the present time. It would unquestionably prove 
of infinite value to Republican political organization and 
could result only in great benefit to the national party in that 
it would serve to direct the national party in fresh, liberal 
channels of political thought. 

The grass roots conference at Springfield was held in 
the environment of the youth Lincoln and the young man 
Lincoln. He was haled as the maker of the party, eulogized 
as its great founder. He made the party great because he 
gave it a soul and lifted it high above the level of the com- 
monplace and the selfish. He placed human rights above 
property rights and with unquestioned sincerity. The Re- 
publican Party will be returned to power today only when 
the people are convinced that it is advancing with spiritual 
fervor to make the conditions of men, women and children 
in America better, more comfortable, more enjoyable, more 
secure. It must convince that it is not in any sense a party 
of class. 

Government itself is a social organization, the purpose 
of which is that people may do for themselves collectively 
that which they cannot do for themselves individually. Our 
Republican Party may well expect to be returned to full 
power again when it divests itself of all suspicion that it is 
being carried on as a party that loses sight of human rights 
at times in a belief that property rights must be protected 
first and that the protection of human rights will necessarily 
follow. 

The Springfield grass roots declaration of principles is 
distinctly encouraging, for it goes farther than any Republi- 
can Party platform of recent years in making the party’s 
principles in accordance with the conception of the average 
man who either has been or is today affiliated with the party. 
It is a most encouraging start toward a rehabilitation of the 
party and as a party with a soul again. 
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England’s Policy 


By STANLEY BALDWIN, Prime Minister of Great Britain 
Broadcast in England, June 8, 1935 


AM speaking to you all tonight as Prime Minister. 
Only yesterday Mr. Ramsay MacDonald, whose 
health is no longer equal to the strain of that exacting 

post, resigned, and I received the King’s command to form a 
Government. As the head of the National Government dur- 
ing these difficult and strenuous years, Mr. MacDonald has 
served his country right well. I have worked in daily asso- 
ciation with him and I desire tonight to express my deep 
admiration for the courage with which he has faced his 
heavy task, notwithstanding the physical handicaps under 
which he has been laboring. You will be glad to know that 
he is remaining with the reconstructed National Govern- 
ment, in the office which I have vacated—an office in which 
the whole of his great powers will be exercised to the advan- 
tage of the country, but in which he will be freed from that 
burden of ultimate responsibility which rests upon a Prime 
Minister. 

My first thought tonight is one of profound satisfaction 
that the National Government goes on. If the last four 
years have taught me anything, they have impressed upon my 
mind the great value to the nation of a Government com- 
posed of men of goodwill, drawn from all three parties, and 
pledged to work together in co-operation for the good, not 
of any one class, but for the benefit of the nation as a whole. 

It was the crisis of 1931 that gave birth to this National 
Government. Then, those members of the Labor Party who 
had the courage to face up to the grave situation, joined 
forces with the Conservative Party and the Liberal Party to 
pull this old country of ours out of the mire. Members of 
all Parties alike—Conservative, National Labor and Liberal 
National—have shared in the work and have brought their 
contributions to the common pool. I should like to say how 
deeply I should regret any interruption of this fruitful and 
entirely successful collaboration. I would, therefore, say to 
all my fellow-countrymen—Let’s continue to sink our Party 
differences and to work in the future as we have done in the 
past, as a National Government for the national good. 

I cannot, in this short time, enumerate all the good 
cesults which have accrued from the National Government’s 
work, but I will draw your attention to a few of the more 
striking facts. ‘Thanks to the readiness with which the 
country responded to the sacrifices demanded of it in 1931, 
and to the care with which the national finances have been 
managed ever since, we now stand in a position which is 
unique among the great nations of the world. While other 
countries are still facing large budget deficits, and some are 
even contemplating still heavier cuts even in war pensions, 
we alone have enjoyed substantial budget surpluses for three 
years past. We have, therefore, been able, not only to 
restore the 1931 cuts, but even to reduce taxation by sixty 
millions. 

But the return to sound financial conditions has done 
more than this. It has created that spirit of confidence with- 
out which the trade revival which we are now enjoying could 
never have occurred. It is a remarkable fact that, when 





world trade as a whole shows little, if any, improvement 
since 1931, our country last year surpassed all previous rec- 
ords in the production of manufactured goods, and, as a 
result, the number of people in employment today is the 
highest ever recorded in the history of our country. 

But there is more to it than this. Sound financial 
methods have also enabled us to embark upon campaigns 
without parallel in this or any other country, having for 
their object the provision of decent homes for the people. 
New houses are being built at the rate of no less than one 
thousand a day. The next five years will see the disappear- 
ance of the last of our slums, and we have already taken 
steps to make overcrowding illegal as soon as alternative 
accommodation has been provided. I have served in many 
Governments, and I can honestly say that-it would have been 
quite impossible to have carried through these reforms and 
achieved these results in the short space of three and a half 
years, under any purely Party Government. National Gov- 
ernment and team work alone have made them possible. 

But what of the future? The National Government 
must go on. It must continue its successful financial policy 
to ensure the continuance of confidence and to maintain the 
trade revival; and to help this revival it will continue to 
encourage and to assist sound schemes of real public utility, 
such, for example, as the great railway electrification scheme 
which was announced only last Wednesday. Speaking gen- 
erally, we shall endeavor to bring about the restoration of 
industry and agriculture with all energy and with all deter- 
mination; and this, of course, includes the problems of 
unemployment and the distressed areas, which have baffled, 
so far, both this Government and the last. But overshadow- 
ing all our domestic policy lie the great problems of national 
security and of world peace—for another great war would 
not merely stop all progress, it would spell economic and 
social ruin for us all alike. No country in the world has 
striven more patiently or more sincerely than ours by pre- 
cept, by example, to bring about the international reduction 
of armaments and to create a spirit of concord between the 
nations. We have had many disappointments, but we shall 
not relax our efforts. —The Government, however, are trus- 
tees for the people, and it is their duty to warn them as to 
the adequacy of the national defenses in the light of changing 
world situation and of our responsibility for collective 
security. We shall persist in our attempts to promote peace 
and disarmament, and I believe that ultimately we shall 
succeed. 

I have decided to take certain immediate steps designed 
to help us in this task. No Department of State has greater 
responsibilities than the Foreign Office at this time. I have, 
therefore, most carefully considered its future with a view 
to strengthening its representation in the Cabinet. This is 
my reason for having two Ministers in the Cabinet, both 
dealing with foreign affairs—the Secretary of State and a 
Minister whose special interest will be League of Nations 
affairs. I have deliberately devised this new procedure in 
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order to give special emphasis to the importance which His 
Majesty’s Government attach to our membership of the 
League of Nations. Our foreign policy is based upon our 
membership of the League, and it is all to the good that this 
fact should be clearly underlined. 

Foreign policy is, of course, indivisible, and there must 
be unity in its direction. ‘There is, however, more than 
enough work for two Cabinet Ministers, and without in any 
way undermining this essential unity of policy, the Cabinet 
will gain by having amongst its members a Minister who 
will be in the closest possible touch with the League. I be- 
lieve that the results of this important new arrangement 
will be materially to strengthen the Government’s hand in 
international affairs, and thereby serve to contribute to the 
maintenance of world peace which continues to be the main 
endeavor of British foreign policy. 

The great achievements of the past few years would not 
have been possible had it not been for the united effort of our 
people, combined with a large measure of co-operation be- 
tween men and women of different Parties in the State; and, 
looking at the condition of the world today, can anybody 
say that the need for combined national effort and national 
co-operation has passed away? On the contrary, I believe 
that the desire to place national interests above all other 








considerations has grown and increased. ‘There is today, in 
the vast mass of our fellow-countrymen, an ever-growing 
pride of country—pride of our achievements—pride of our 
system of government—pride of our law and order—of our 
liberty and of our freedom. This, combined with a genuine 
desire to work together for the common good along pro- 
gressive lines, will secure peace, increased industrial pros- 
perity and still further improvement in social conditions and 
in the lot of the less fortunate of our fellow-citizens. 

Those are the ideals which I shall always keep in front 
of me. But I realize that their fulfilment must depend to a 
large extent on the degree of national co-operation which I 
can secure. I ask nobody to abandon his or her principles. 
Prejudices, on the other hand, which may have been born in 
the past and have little relation to the events and conditions 
of the present day, should give place to the wider considera- 
tions of national interest. We all know the value of the 
team spirit in the government of our country. It has proved 
its worth, and it has served us well. My one desire is that 
that spirit should continue, so that this country, which has 
achieved pride of place among the nations of the world, 
should be enabled to consolidate and maintain its position as 
the leader in the van of progress towards world prosperity, 
world freedom, and world peace. 


Movement of Capital 


By FRED I. KENT, Banker 


Delivered before the Conference on Canadian-A merican Affairs at St. Lawrence University, 


Canton, N. Y., 


HIS world in which we live is only able to function 

whether it may be in things physical or those which 

surround the activities of mankind, as there may be 
flexibility. ‘The movement of capital is no exception to the rule 
and it goes back and forth from one enterprise to another 
and from one country to another as elements of resistance 
are matched and new ways opened that can be surmounted. 
Investment capital crosses national boundaries in four forms; 
one, through investment in foreign enterprises in which 
management in part or in whole follows the movement of 
the capital; wo, through the purchase of land or securities 
strictly for long time investment purposes; three, through 
purchase of commodities in the foreign country; and four, 
through trarsfers of short time funds into short term interest 
investments or cash. There are five main causes for the 
transfer of capital for investment purposes to other coun- 
tries: one, to obtain greater profits in interest or dividends 
from foreign enterprises or through the establishment of such 
enterprises; ‘wo, to further exports of goods produced at 
home because of better marketing opportunities, more satis- 
factory access to raw materials, better transportation facili- 
ties, all things considered, or to circumvent tariffs or other 
trade barriers; three, to deal in commodities; four, to take 
advantage of better short term interest opportunities when 
future exchange cover can be had at original transfer costs 
or when cash is held and the profit comes entirely from 
foreign exchange differences, or when short term interest 
rates plus foreign exchange profits, taken together, make an 
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attractive return; five, to accomplish flight from a money. 

During the middle history of the United States, funds 
for investment flowed into this country from European 
countries, particularly Great Britain, Germany, Holland 
and Switzerland, to take advantage of money making oppor- 
tunities opening up here, especially by the railroad expansion 
that was taking place which served to bring our tremendous 
expanse of territory into one great business unit, although 
it was made up of many parts. In Canada the same situation 
developed except that the funds came mostly from Great 
Britain and their investment was more diversified in Cana- 
dian enterprises than was true in the United States, even 
though undertakings other than the railroads attracted some 
funds here. From 1900 on American investments in Canada 
grew rapidly. Such investments were, however, in larger 
percentage in enterprises that were directly and solely man- 
aged by the investors, than was true in connection with 
transfers from other countries. Previous to the World War 
both Canada and the United States as entities had large 
external debt positions, figured from the standpoint of long 
term funds. The foreign interests that held Canadian obli- 
gations were largely in Great Britain and the United States, 
whereas those holding American obligations were mostly in 
European countries. It has been estimated that before the 
war Canadian securities held abroad amounted to about two 
billion dollars and those from the United States to about 
six billion dollars. We were both debtor nations and for 
the same reason; that is, both countries had tremendous nat- 
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ural resources that required capital to develop and both 
nations were new and growing and had not accumulated 
sufficient capital themselves to provide the amounts needed. 
On the other side the opportunities for investment in the 
European countries of the capital that had been accumulated 
there over a long period of time were not as attractive from 
the interest or profit point of view as those that arose in the 
two great countries of North America, even allowing for the 
risks involved in pioneer developments. 

The War introduced a new situation. Canadian for- 
eign indebtedness became for the moment less burdensome 
because Canada was able to supply wheat and some other 
commodities to Great Britain for war purposes that resulted 
in relieving its balance of payments somewhat. In the 
United States, however, the financial turnabout was so tre- 
mendous that from being a debtor nation before the war we 
became a creditor nation for several times the amount that 
we had previously been a debtor nation. Following the war 
this creditor position of the United States was increased 
enormously through loans made to Europe, to South Amer- 
ica and to increasing investments in Canada. Our Canadian 
relations were the most healthy as they were more normal 
and represented the natural movements that resulted from 
the owners of capital seeking opportunities for investment 
abroad where conditions were favorable either to a return 
from the investment itself or an appreciation of profits to be 
received from home investments through new outlets or bet- 
ter opportunities to obtain raw materials. 


After-war developments resulted in the creation of 
tremendous sums of idle capital, due in important part to 
the fact that the nations of Europe were giving buying power 
to men who gave nothing in return, which caused abnormal 
governmental budgets, increased taxation and greater difh- 
culty in making manufacturing pay. Although the world 
has apparently not recognized it, yet the fact remains that 
the attachment of socialistic methods to the capitalistic sys- 
tem through the vast payments made for so-called social ser- 
vices that arose from after-war conditions, has been the 
monkey-wrench in the capitalistic machinery that has inter- 
fered with its proper working. The weight of the burden 
of payments to so many millions of unemployed men was, 
and is, too great for society to stand without catastrophe. 
The work of the world should be carried on by all able- 
bodied men and governments should not overburden the 
workers and destroy the contentment and very mentality of 
the non-workers by doles merely because it seems the easiest 
way out of a great difficulty. Instead of being the way out 
it is a method certain to continue and increase financial and 
industrial troubles and prevent a sound return to produc- 
tivity in which all can take some satisfactory part. 

The reparations and war debts, too, had their place in 
the picture. Between the combined influences of distributing 
buying power to men without return and reparations, Ger- 
many and Austria found themselves faced, along in 1924, 
with industrial plants of great efficiency, but without work- 
ing capital, as it had been destroyed through currency infla- 
tion. The need for such capital by the industries of Ger- 
many and Austria was so great that they offered to pay 
higher rates of interest than could be obtained in any of the 
other important world centers. This started a flow of idle 
funds from other countries toward Germany and Austria 
which were able to utilize the foreign enchange through 







which such transfers had to be made because they needed 
them for reparation payments. 

The great banking institutions of the world now began 
transferring funds for the accounts of their customers and 
themselves to Germany and Austria to take advantage of 
the high interest rates that were offered, but all without 
knowledge of what others were doing. The viciousness of 
this situation was so evident that, if I may refer to a personal 
activity, I endeavored to have the Bank for International 
Settlements develop a simple system that would make it pos- 
sible for the bankers of the world to measure such operations 
on an intelligent basis. The bankers in London, Paris and 
New York, for instance, were not only unaware of the total 
transfers that were being made by other banks in their cities 
to Germany and Austria, but they had no knowledge what- 
soever of the transfers that were being made from other 
countries. The plan that was suggested to put this situation 
in order was for the Bank for International Settlements to 
request the Central Bank in every country to obtain from 
its banking institutions a confidential statement once a week 
of the amount of funds held by every bank in each foreign 
country. The Central Bank was then to put these figures 
together in totals as to countries and forward them to the 
Bank for International Settlements, which in turn was to 
bring all of the totals together ; that is, the total amount held 
by each country of the world that had been loaned to it by 
other countries would have been shown broken down only 
into the totals that had come from each lending country. 
Knowledge of such figures could not have been harmful to 
any country, nor to any institution furnishing them, but 
would have prevented over-borrowing on one side and over- 
lending on the other. 


There would have been a separation as between short 
term funds and long term funds. The former could have 
been expected to be actual and all-inclusive, but long time 
operations might not have included all unmatured transac- 
tions at the start. The Bank for International Settlements 
would have sent the figures thus compiled to the Central 
Banks which in turn would have given them to the banks 
in their respective countries. If this system had been carried 
out every banker when determining whether he should take 
advantage of a high interest rate, say, in Germany or Aus- 
tria, and transfer funds for himself or his customers, would 
have been able to measure the risks intelligently. He would 
have had infermation as to the totals that would have to 
be repatriated when funds were recalled and by watching 
financial and political developments daily and knowing his 
own position and maturities, he could have operated safely. 
The whole unfortunate situation that developed need never 
have occurred. Following this suggestion in the United 
States, the Federal Reserve System did request American 
bankers in the metropolitan cities to give their figures show- 
ing their short time investments in foreign countries. While 
this was helpful, yet it was not enough to furnish any really 
intelligent ground for consideration of the movements of 
world short time funds as such activities in other countries 
were unknown quantities. The result was that in 1931, 
when the trouble started in Austria, with its repercussions 
upon Germany because of the close financial linking of many 
Austrian and German institutions, the world woke up one 
day and found that more money had been remitted to these 
two countries by the other countries of the world for short 
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time investment than could possibly be returned unless it be 


over a long period of years, during which Germany and 


Austria must have a fairly continuing balance of trade in 
their favor. 

Previous to the war, transfers of short time funds to 
take advantage of interest rates had proved of great value 
both to the borrower and the lender and they had served to 
average the cost of money, taking surplus funds away from 
glutted markets and making them usable where higher inter- 
est rates prevailed. Foreign exchange conditions, of course, 
had to be taken into account and where interest protection 
was desired it was usually attained by the purchase of for- 
ward exchange. When normal world conditions prevailed 
and the foreign exchanges moved seasonally, foreign exchange 
rates were often smoothed off, as was true with money mar- 
kets through the movements of short time funds represented 
in sales of foreign exchange at high rates when they were 
in season and repurchase at the coming seasonal low or vice 
versa. But with the destruction of moneys through inflation 
and abnormal demands, arising at times for foreign exchanges 
because of the need to make reparation or war debt pay- 
ments, or due to flight from moneys, equilibriums were upset 
and with the world’s bankers having no knowledge of what 
others were doing, they were, of course, working absolutely 
in the dark, which naturally increased the untoward con- 
ditions. 

Canada and the United States, however, have had no 
such unfortunate developments. Our peoples have each rec- 
ognized the average high intent and integrity of the other 
and they have lived side by side without either economic or 
military wars, although severe strains have developed now 
and again as the years have gone by. Again, until the recent 
depression, when the wrong methods developed in Europe 
following the war in meeting unemployment emergencies, 
washed over these two countries, they have been fairly free 
from the burden of unwise social service payments that have 
made life so hard for the masses in many European countries. 
Unfortunately, we have seemed to learn little from abroad 
and we are both now considering strangling ourselves and 
ruining the contentment of our own peoples in the same 
manner that Europe has done instead of directing our ener- 
gies toward finding a way to enable the unemployed to do 
their part of the work of the world, a part that they would 
gladly do if the means were provided. 

Nationalism is another developing force that is leading 
to strange ways in financial fields and it is being felt in both 
Canada and the United States. In Canada it reaches farther 
than it does with us, taking the form of empire nationalism 
as well as Canadian nationalism. Where a nationalistic pol- 
icy results in labor and capital being employed in a country 
in uneconomic ways through the production of goods that 
could better be provided by some other country in exchange 
for the more natural production of the nationalistic country, 
it is wasteful and short-sighted. It is to be hoped that when 
we have finished the experiences of the present, we will have 
learned better how to handle such matters. At the same 
time, it is quite natural that peoples who in very small pro- 
portion have direct dealings with those of other nations 
might feel that they would be better off on a nationalistic 
basis. ‘They have no means of visualizing what world trade 
means to them, even though they may be utilizing throughout 
their days articles that have been imported in whole or in 


part, and so they fondly believe that they could get along in 
life as comfortably without foreign trade as with it. 

As between Canada and the United States, the national- 
istic thought has already done a great deal of harm, but we 
can still hope that it will not develop into any force that 
will prevent the continuance of the extremely valuable inter- 
relationships that exist today, particularly in the movements 
of capital between our countries. 

Canada having a population that is less than 10 per cent 
of that of the United States, and being a country of such 
vast territory, except in communities such as those comprising 
Montreal, Quebec, Toronto, etc., selling processes are more 
expensive in that it is possible to dispose of fewer units in 
proportion to territory. As a result, the overhead of a com- 
plete factory cannot always be made up. American institu- 
tions have been obliged to measure this situation carefully 
in connection with their determination as to the methods 
they should pursue to meet Canadian demands for their 
goods. ‘Tariffs, transportation and markets have, therefore, 
been principal considerations. The wage proposition has 
been much the same in both countries. 

Under present conditions the Canadian people have 
access to the values that lie in the patent processes and the 
mass production methods that prevail in the great industries 
in the United States, either through importations from us or 
ability to purchase from branch houses or organizations cre- 
ated by United States producers. Undoubtedly the Canadian 
tariffs that make it necessary for some of these goods to be 
manufactured in Canada instead of being shipped from the 
United States where unit costs are not as great, increases the 
prices that they must pay. However, this is a known effect 
of a tariff, and when a country establishes one it does so 
with full knowledge of what it means and must expect to 
make up the extra cost in some other way. This situation is, 
of course, true as regards both Canada and the United 
States. Our tariffs have been built against each other to a 
certain extent, although it would undoubtedly be better for 
both countries if they could be done away with and the 
freedom that exists between the Canadian provinces and 
between the states of the United States, could prevail be- 
tween Canada and the United States. Even so, some values 
may be hidden in the situation if we believe it sound to hold 
the two countries at arm’s length for governmental purposes, 
and this is undoubtedly useful to both countries in some 
ways. 

The Canadian people have certain characteristics that 
unquestionably make them more content under a government 
of their own. They have a character of independence and 
broad understanding that, together with the nature of their 
British allegiance, gives them a most satisfactory govern- 
mental position. These characteristics, which the people of 
the United States greatly admire, undoubtedly serve us both 
better when we can work and trade with them over the 
border than would otherwise be the case. The dividing line 
between the two countries has never prevented either of our 
peoples from undertaking business operations in the other 
that were mutually valuable. Unquestionably the entry into 
Canada of American institutions has increased the oppor- 
tunity for Canadian labor to find lucrative employment, and 
has provided the Canadian people with many conveniences of 
life that they otherwise would not have had until well into 
the future. Canadian investments in the United States, 
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while large, do not, of course, represent a very striking pro- 
portion of the business of the United States, as is true with 
American business operations in Canada compared with 
total Canadian business. On the other hand, they are large 
enough to represent an important undertaking as far as 
Canada is concerned. This exchange of business interests is 
rather a nice thing to think about and it has unquestionably 
helped to maintain the fine feeling and healthy relationships 
that exist between the two countries. 


The depression has brought out some very interesting 
developments in the relations between Canada and the United 
States. When fear of our money developed in 1933 and 
Americans wanted to run from the dollar, of all the world 
they chose Canada in large proportion insofar as actual trans- 
fers from the United States were concerned. Funds that 
were in European countries, or that were accumulating there, 
were generally left in some European country and were not 
repatriated, but funds that were in the United States that 
the owners wished to put outside of our borders, went in 
important proportion to Canada. This was due to the fact 
that our people had confidence in the Canadian people, in 
Canadian institutions and in the Canadian Government. 
These transfers were largely made in cash that was deposited 
with Canadian bankers or in the purchase of Canadian secur- 
ities, mostly Canadian governments. While it is true that 
unsound political forces developed from the depression in 
Canada as has occurred in probably every country of the 
world, yet they have not generally been as virulent nor as 
destructive in Canada as in the United States. 

We did receive a shock, however, when repudiation of 
contracts made by the Ontario Hydro Electrical Company 
was decided upon by the Ontario Government, and this 
action unquestionably hurt Canadian credit in both Great 
Britain and the United States. While unfortunately in our 
own country the political forces created by the hardships of 
the depression have caused us to do certain things that we 
deplore and that might seem to reflect upon our integrity, yet 
the feeling prevailed in the United States that such methods 


would not follow in Canada with their more homogeneous 
population and their well-known ideals. It was, therefore, 
rather disconcerting to find that the same forces of unrest 
that have resulted in a desire in some quarters for repudia- 
tion of different kinds in the United States, have appeared 
in Canada with sufficient power to destroy bona-fide 
contracts. 


We must all bear in mind that no country, however 
large or small, can put the integrity of its obligations in 
jeopardy without note being taken of it in other countries. 
It would be unfair to the Canadian people not to let them 
realize that this action of the Ontario Government was 
widely noticed and that it gave London a shock as well as 
New York. 

Even so, we in the United States have so much con- 
fidence in the inherent integrity of the Canadian people that 
we look upon this action as an exception probably due to 
the same character of unfortunate political forces that are 
so prevalent today as a phenomena of the times and from 
which we, to our regret, have not been able to entirely 
escape. 

Theze is one important phase of this situation that 
should have the concentrated attention of all nations; that is, 
that no country should imitate or put into force any of the 
experiments that might be undertaken by any other country 
unless and until they have proved their soundness and their 
work through actual operation. 

There is every reason to believe that the movement of 
investment capital between Canada and the United States, 
and the flow of short time funds to and fro between our 
countries can continue for generations to our mutual 
advantage. 

It is to be hoped that no Government on either side 
of the border will ever be so short-sighted as to put up 
barriers to such movements and that as the years unfold, 
even greater freedom of opportunity to trade and to help 
finance each other will so develop that our peoples may be 
brought more and more into accord and friendliness. 


More for Your Money: 
Science Points the Way 


By KARL T. COMPTON 
President of the Massachusetts Institute of Technology, and President of the American Association for the 
Advancement of Science 


Broadcast over Columbia Broadcasting System, June 11, 1935 


HILE I speak on the subject “More for Your 
Money,” I do not wish you to overlook the fact 
that science has a far larger significance than in 


the economic field alone. To science is attributable the 


elimination of dread epidemics which used to annihilate pop- 
ulations, the power to produce goods which underlies all our 
possibilities of education, vacations and old age pensions, the 
increase of the average span of life in the last 140 years 
from 33 to 60 years, and the increased interest in living 
which comes from our opportunity to read more, to see more, 
to hear more and to do more.” 





A hundred years ago, the wildest stretch of the imagina- 
tion could not have conceived of electricity as playing an 
important role in human affairs, since the most striking 
phenomenon of electricity then known, frictional electricity, 
could not conceivably have produced useful power. If the 
skins of all the cats in the world were rubbed vigorously 
with sealing wax, the aggregate power thus produced would 
be scarcely enough to light one modern incandescent electric 
light bulb. Yet, within a hundred years, electricity has 
become the most useful and versatile servant of man. Well 
over a million persons in this country are now employed in 
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the electrical industry. Our telephones and telegraphs, 
street cars, lights, automobile ignition systems, elevators, 
radios and numerous household conveniences all operate with 
electricity. Furthermore, many useful materials are pro- 
duced in electric furnaces or electrolytic cells. This is an 
age of electricity, and it is all the product of the laboratories 
of science. 

To give just one illustration of the truth that science 
gives you more for your money in electrical matters, I would 
remind you that, had not a decade of research on tungsten 
and on the laws of radiation of heat and light led to the 
modern type of incandescent lamp, the amount of artificial 
light now used in the United States would cost its users 
$1,000,000 per day more than the amount of the present 
bills! 

For hundreds of years men sought to attain high stand- 
ards of civilization, with comforts and leisure for cultural 
pursuits, by utilizing the services of slaves, whom they cap- 
tured. Now men secure these advantages many times over 
through the services of mechanical and electrical power in 
a vast variety of machines, utilizing power captured from 
coal, oil, and falling water. Thus science has released a 
majority of mankind from slavery or serfdom: it has done 
even more, for it has made every man a master. The me- 
chanical power used in this country amounts to the equiva- 
lent working power of 5,000,000,000 slaves, or an average 
of nearly 50 slaves for every man, woman, and child in the 
country. It would be well if those who are inclined to look 
upon the machine as a Frankenstein monster, depriving the 
working man of his job and grinding him down, could com- 
pare his lot with that of the working man before the machine 
age as to hours and conditions of labor, health, and comforts 
of life. If such a far-sighted vision of the situation were 
generally given, those who benefit from science would de- 
mand its most rapid possible advancement. 

Science does not produce these things ready made and 
perfect: there is always a long period of improvement to 
increase serviceability and give more for the money. Take, 
for example, the steam engine. This type of machine had been 
continuously improved for decades before 1920, yet it was 
known from laws of thermodynamics established in the latter 
part of the last century that even the best steam engines 
were only using a small percentage of the total energy avail- 
able in the steam. About fifteen years ago a small group of 
scientists and engineers at the United States Bureau of 
Standards, Harvard University and the Massachusetts Insti- 
tute of Technology undertook a co-operative investigation of 
the properties of steam at higher temperatures and pressures 
than had hitherto been studied. This necessitated also a 
metallurgical investigation of the strength and resistance to 
corrosion of various old and new types of steel. The result 
of this work is the possibility of a better design of steam 
engines, so that such improved engines, which have been 
installed in power plants during the past ten years, now save 
about 34,000,000 tons of coal a year and have contributed to 
the steady reduction in the rates that we have had to pay for 
electric power. 

I wish I had time to tell you about the development of 
the heart of the radio set, the radio tube which lets me 
address you tonight as one of the insignificant parts of its 
service. There were twenty years of investigation of the 
emission of electricity from hot metals before there was any 


clue as to the nature or cause of this emission. Then there 
were a half dozen years of active work by many physicists 
devoted to learning just how and why this electricity escaped 
from the hot filament as a stream of electrons, before there 
was any thought that the phenomenon might have some 
practical value. Since that time there have been thirty years 
more of scientific study and development of practical appli- 
cations. And what do we now have? A little radio tube 
that you can buy for a dollar. But this tube has created 
radio communication and has also made possible long dis- 
tance telephone conversation, which would otherwise have 
been impossible except at prohibitive price. 


I wonder if you have any conception of the marvelous 
power of these little tubes, when connected at intervals along 
a telephone wire. Suppose you were to talk from San Fran- 
cisco to London, across the continent by wire and across the 
ocean by wireless; by how many times is the original eaergy 
of your voice at the microphone multiplied in the process? 
I will tell you in this way: If the entire universe as far as 
it has been discovered by the most powerful telescope could 
be entirely filled up by little particles the size of electrons, 
which are the smallest things known, their total number 
would be considerably less than the number of times by 
which the energy of your voice is amplified in that telephone 
conversation. Science has enabled you to do this. 


So I might go on, citing example after example. I have 
not touched on the way in which science has given us more 
for our money, and also more for our work, from its appli- 
cations to agriculture; nor have I drawn upon the great 
field of chemistry, which has probably served us in a larger 
variety of ways than has any other branch of science. But 
I think I have gone far enough to make the point that 
science has given us more for our money, and has done even 
more than that, it has given us things that could not other- 
wise have been had at any price. 


But the most important thought is that what science has 
done, it can continue to do, if given the chance. For the 
possibilities in science are greater now than ever before, and 
these possibilities need urgently to be called upon. Let me 
suggest just a few examples: 


Mental disease, in addition to bringing sorrow to thou- 
sands, constitutes a double economic drain; first, because 
those afflicted are not economic producers and, second, be- 
cause their care is a huge financial burden, amounting to 
one-fifth of all state taxes. Humanitarian and economic 
considerations combine in emphasizing the need for greater 
investment of public funds to support science in a sustained 
effort to alleviate this situation through discovery of means 
of prevention and at least partial cure. Promising leads to 
this end are not lacking. It is stupid, and even criminal, not 
to develop every lead that shows scientific promise of achiev- 
ing the desired result. The same argument applies in other 
medical fields, as to cancer, colds and other diseases which 
science has not yet conquered. 


Probably the greatest economic problem of our country 
is agriculture. Hundreds of millions of dollars are being 
spent to alleviate the lot of the farmer through processing 
taxes by which the country as a whole is paying a bonus to 
the farmers for raising less. Not even the most enthusiastic 


supporter of this program can defend it as an ideal solution 
A far better permanent solu- 


of the problem of agriculture. 
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tion would be to find new uses for agricultural products, 
through research. Despite technical difficulties and the 
opposition of interested groups, and with little encourage- 
ment from the government, some progress in this line is 
being made and the movement should be encouraged. 


A colossal program of public works construction is 
under way, financed out of your pocket and mine, designed 
to give useful employment and at the same time to improve 
the physical plant of the country by bridges, dams, roads, 
power projects and the like. Yet the earnest efforts of 
scientists and engineers to have some consideration given, 
in this program, to those types of scientific work which will 


lead to better public works in the future, to the development 
of new industries and to the permanent alleviation of tech- 
nical situations which block our economic and social prog- 
ress, have thus far been of no avail. 


We sincerely believe that the past record of science 
justifies the faith that a progressive program in science, 
adequately financed and carried out by competent scientists 
and engineers in the government service and in private or- 
ganizations, can do much for the permanent welfare of every 
part of our population. In permanent benefits, I do not 
believe that there is any other investment which will bring 
“more for your money.” 


Taxes on Wealth 


By EDWARD P. COSTIGAN, United States Senator from Colorado 
Broadcast over National Broadcasting System, June 27, 1935 


NE week ago today, President Roosevelt transmitted 
to Congress an epoch-making message on tax methods 
and policies. His statement is an unexpected and 

refreshing departure from political platitudes. It is aptly 
and impressively adapted to urgent and immediate national 
problems. It is comprehensive in plan and philosophically 
true to the oldest and best traditions of self-governing Amer- 
ica. In the judgment of progressive liberals, it instantly 
claimed and is fated to hold a foremost place among the re- 
markable state papers of our country. The message is its 
best interpreter. No summary can adequately, fairly or with 
equal persuasiveness represent it, and available time permits 
me merely to indicate its major suggestions and significance. 
The message has been further dramatized by an effort in 
Congress, which is well-advanced at this very hour, to write 
into law with little delay, though with moderation, a num- 
ber of the President’s leading suggestions. 

President Roosevelt announced that his recommenda- 
tions to Congress and the country “are based on the broad 
principle that if a government is to be prudent its taxes 
must produce ample revenue without discouraging enterprise ; 
and if it is to be just it must distribute the burdens of taxes 
equitably.” 

Supplementing this confidence-inspiring assurance, the 
President declared: 


Our revenue laws have operated in many ways to the 
unfair advantage of the few, and they have done little to 
prevent an unjust concentration of wealth and economic 
power. 


Continuing, he said: 


With the enactment of the income tax law of 1913, 
the Federal Government began to apply effectively the 
widely accepted principle that taxes should be levied in 
proportion to ability to pay and in proportion to the benefits 
received. Income was wisely chosen as the measure of 
benefits and of ability to pay. This was and still is a 
wholesome guide for national policy. It should be retained 
as the governing principle of Federal taxation. . . . Taxa- 


tion according to income is the most effective instrument 
yet devised to obtain just contribution from those best 





able to bear it and to avoid placing onerous burdens upon 
the mass of our people. 


On this ample base of reasoned principles, President 
Roosevelt included in his message to Congress the following 
half dozen noteworthy recommendations: 

First, he urges: “That in addition to the present estate 
taxes, there should be levied an inheritance, succession, and 
legacy tax in respect to all very large amounts received by 
any one legatee or beneficiary; and to prevent, so far as pos- 
sible, evasions of this tax, . . . the imposition of gift taxes 
suited to this end.” 

Second, he favors: “A definite increase in the taxes 
now levied upon very great individual net incomes.” 

Third, he advocates: ““The substitution of a corporation 
income tax graduated according to the size of corporation 
income in place of the present uniform corporation income 
tax of 1334 per cent.” 

The President’s interpretation of this recommendation 
reads as follows, quoting his own language: 

The rate for smaller corporations might well be re- 
duced to 1034 per cent, and the rate graduated upward to 
a rate of 1634 per cent on net income in the case of the 
largest corporations, with such classifications of business en- 
terprises as the public interest may suggest to the Con- 
gress. 


Fourth, the President recommends: 

A tax on dividends received by corporations .. . to 
prevent evasion of such graduated tax on corporate in- 
comes through the device of numerous subsidiaries or affili- 
ates, each of which might technically qualify as a small 
concern even though all were in fact operated as a single 
organization. 


Fifth, the President stresses the desirability of investi- 
gation with a view to “the simplification of our corporate 
structures through the elimination of unnecessary holding 
companies in all lines of business” and the discouragement 
of “unwieldy and unnecessary corporate surplusses”; and 

Sixth, the President’s final request is for “a constitu- 
tional amendment whereby the Federal Government will be 
permitted to tax the income on subsequently issued State 









































































































674 


Vital Speeches of the Day 





'Vol. I, No. 21 





and local securities and likewise for the taxation by State 
and local governments of future issues of Federal securi- 
ties.” 

By and large we have here the most notable, best bal- 
anced, fundamentally just and constructive tax program in 
our history, having in view the economic problems before 
the Nation. ‘The recommendations are so consistent with 
American tax principles and practices that various leading 
Washington tax experts have welcomed the message, alike 
because of its aims and for its rational and underlying 
philosophy. Broadly speaking, the President seeks to equal- 
ize and make uniform the tax policies, which, since the 
ratification in 1913 of the sixteenth amendment to the Fed- 
eral Constitution, authorizing income taxes, have become an 
indispensable and permanent part of our fiscal system. 

It perhaps should be mentioned—especially in these 
times when the Supreme Court has been declaring recent 
Federal legislation unconstitutional—that our right to levy 
and collect income taxes, as we are now doing, was only 
secured by the adoption in 1913 by the States of a constitu- 
tional amendment, after the Supreme Court had denied the 
practical exercise of that right under the Constitution as 
originally framed. I need scarcely add that without such 
Federal authority under that constitutional amendment, it 
would be impossible for the Federal Government at this 
time, in any fair or reasonable way to meet, through taxa- 
tion, the Nation’s unavoidable debts and current obliga- 
tions. Income taxes, for instance, long ago outran our tariff 
revenues. Indeed, without such authority our Nation would 
today be financially impotent and demoralized. 

Passing by certain technical aspects of the message, 
the public’s vivid interest should first be drawn to the social 
objectives at which the President’s proposed changes in fiscal 
policy are frankly directed. He mentions and reaffirms his 
public purposes. He subscribes to the growing conviction 
of thoughtful men and women that, without Government 
control, wealth and its concentration are increasingly dan- 
gerous to freedom and equality of opportunity for the peo- 
ple of this country. He insists that impressive gains will 
be recorded if the Nation uses taxation to decentralize ex- 
cessively concentrated corporate power, the menace of which 
springs from the fact, as he says, that “size begets monopoly.” 
Nor is he content with the implication that taxation should 
be used to check corporate growth when needlessly complex, 
and industrial organizations when inefficiently overbuilt. He 
also justifies a far-reaching program of graduated taxation 
both on individual incomes and corporation net returns, be- 
cause, under our economic system, though energy and origi- 
nality are occasionally rewarded in their own right, even in 
such cases, as he argues, luck and other advantages are usu- 
ally promoted by Government, which thereby largely and 
continuously contributes to the accumulation of our modern 
fortunes. It follows, as he suggests, that those on whom the 
Government thus confers economic power over employment 
and unemployment, and over far-reaching human happiness 
and unhappiness, must stand ready to respond to the Gov- 
ernment’s reasonable demands for appropriate taxes. 

With similar analysis and insight, the President also 
emphasizes that community use of individual effort is far 
more the source of individual wealth than unassisted effort 
can possibly be, and that it is this silent partnership of the 
many, to whom wealth does not accrue, to which are largely 








due the enormous financial returns received by individuals 
and corporations from mass production. The President’s 
discussion also recites, what all of us know, that individual 
businesses furnish the basis for the Nation-wide markets 
which make possible the success of mass-production indus- 
tries. From this he reasonably concludes that tax returns 
should be substantially increased in graduated form on the 
high net incomes of large industries and relatively reduced 
on the net returns of smaller businesses; also that, as a 
self-governing people, we are called upon to establish a 
sound, scientific and more progressive tax system, designed 
to diminish the concentrated control of wealth in the hands 
of a relatively few individuals, who thereby wield exces- 
sive power over the employment and welfare of many others. 

Nor are we left in doubt about other national ends to 
be served. Those business leaders and representatives of 
commercial organizations in America who for the past two 
years have been clamoring for balanced budgets can hardly 
fail to be impressed by the fact that the President specifically 
urges that increased returns on net incomes of the country’s 
larger corporations be utilized to retire the national debt 
and to promote balanced national budgets. Incidentally, of 
course, as the President indicates, such use of swollen in- 
comes, by lightening the average burdens, will contribute 
to quiet social unrest and any reasoned sense of governmental 
unfairness. 


Surely little, if any, elaboration is needed of such ob- 
viously just public principles and policies. There is much 
authority for asserting that the decentralization of controlled 
wealth, by relatively moderating the tax burdens of smaller 
corporations, with smaller incomes, and by driving needless 
and idle surpluses from their hiding places into the field 
of active business, will vitalize economic democracy. Such 
decentralization, if it can be brought about, offers fairer 
chances for smaller industrial units and for citizens of 
small means by distributing the immense competitive or 
monopolistic power that attaches, in part by an economic law 
of gravity, to accumulated fortunes. Such a program, too, 
redistributes benefits, if not wealth, by renewing our reser- 
voir of Federal funds, to be drawn upon, if and when re- 
quired, for the primary needs of public welfare. Whether 
the President’s plan be labeled “Share-the-Wealth” or 
“Share-the-Burden,” as alternatively described, it suffices for 
the average citizen that it promises wider economic justice 
and surer equality of opportunity under Government. 

The question has been publicly raised whether a policy 
of taxation, having definite social and economic objectives, 
is permitted under the Federal Constitution. Section 8 of 
article I, of that document provides, in part: 


The Congress shall have power to lay and collect 
taxes, duties, imposts and excises, to pay the debts and pro- 
vide for the common defense and general welfare of the 
United States. 


Under that section, uniform Federal tax policies, which 
have the purpose and effect of producing revenue to pay 
the debts and meet the current obligations of the Govern- 
ment are hardly open to constitutional objection. It was 
declared by the Supreme Court of the United States in a 
leading case that “the fact that the statute had a moral 
end in view, as well as the raising of revenue, presents no 
valid constitutional objection to its enactment.” 
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The income tax amendment to the Constitution assures 
the validity of the taxes on individual and corporate net 
returns; and we have the practice of years and authority 
of the Supreme Court, in support of the constitutionality of 
estate and inheritance taxes. The enactment, therefore, 
of the President’s program appears to fall safely within the 
bounds of constitutional authority. Corporations as licensed 
beneficiaries of government; individuals in proportion to their 
ability to pay and because of benefits they receive; estates 
and inheritances, because death eliminates ownership, ex- 
cept in so far as Government cares to sanction transfers, are 
properly taxable under our Federal Constitution. 

Those who contend that the new proposals are none the 
less unconstitutional doubtless are expressing theoretical, not 
legal, objections on the basis of assumed American tradi- 
tions. Both facts and law are against them. ‘They forget 
that our experimentation in this field has already covered 
a period of almost a quarter of a century. And certainly 
the incidental social and economic effects of a national tax 
program, particularly when consistent with political and eco- 
nomic liberty, cannot fairly be declared a departure from 
American traditions. Nothing can be more legitimate than 
a tax policy which produces substantial revenues and also 
tends to make certain that immense fortunes in this country, 
with their accompanying dictatorial economic powers, shall 
not be transmitted, without guarding the general welfare; 
that the piling up of enormous fortunes by government favor 
shall not be encouraged, and that control of concentrated 
wealth in corporate forms shall not be left without effective 
regulation. 

The ability of our nation to survive the hurricanes on 
our economic seas is intimately associated with such fiscal 
policies. No government, faced as ours has been during the 
last six years by economic disaster, is really a nation if it 
lacks the power to collect adequate taxes to be used in the 
public interest. Since 1929 the lack of such authority would 
have permitted the starvation of millions of our citizens, 
with our government impotently looking on. That inability 
would have robbed us of the power, through relief and em- 
ployment on public works, to render first aid to a credit- 
stricken, exhausted and all but paralyzed national economy. 
Indeed, balancing the budget from such taxes should also 
be condemned by those who contend that legislation is invali- 
dated when social consequences enter the scene. In other 
words, such consequences often flow from legislation, with 
or without legislative intent. We should at all times frankly 
acknowledge that social and economic consequences are in- 
herent in most legislation. President Roosevelt, therefore, 
in recommending such tax revision, has rendered a public 
service by putting fairly before the nation the great ends he 
has in view. 

The country will wish to know how large a return 
may be expected by the Federal Treasury from the proposed 
additional taxes. Any answer must be speculative at present. 
Even the measure prepared for consideration by Congress is 
involved in uncertainties and is subject to change. Widely 
different estimates, ranging from a minimum of about $340,- 
000,000 annually to a maximum of almost three times that 
amount, have been given publicity. Such variations neces- 
sarily—and particularly at the highest level—indicate in- 
dulgence in fanciful inaccuracies. 

No one should be surprised if actual returns the first 





year are lower, not higher, than any present forecast. In 
any event, substantial additional tax returns will be assured 
by the adoption of the proposed legislation. These should 
also, eventually, be capable of increase, and of course the 
issue of legislative principle, already discussed, is of first 
significance. 

Concluding his message, the President touched a popu 
lar chord by recommending long-delayed submission of a 
constitutional amendment by Congress to the States for rati- 
fication. Such an amendment would eliminate hereafter is- 
sued Federal and State tax-exempt securities and would ren- 
der them mutually subject to taxation. Half a dozen such 
proposed amendments, including one offered by me both at 
this and the preceding session, are now pending before the 
Judiciary Committee of the Senate. It is hoped that an ade- 
quate draft will be reported without delay for congressional 
approval. 

President Roosevelt has thus repeated a recommendation 
which has been officially made in recent years by different 
administrations, regardless of partisan affiliations. All tax 
experts realize that the States and the Federal Government 
alike have provided in tax-exempt securities a retreat in 
which idle wealth hibernates. The tax potentialities in this 
field are large. On May 31 of this year wholly tax-exempt 
Federal, State and municipal securities, actually in the hands 
of the public in this country, amounted to $31,641,000,000. 
This does not take account of substantial amounts of out- 
standing partly tax-exempt securities. The total figures nec- 
essarily vary from time to time with the retirement of old 
and the issue of new securities. 

Here is a closed door which, if opened, will make avail- 
able extensive revenues for budget balancing, debt retire- 
ment and other necessary purposes. We cannot afford to 
continue indifferent to such resources. We have traveled 
too far in our contest with economic disaster to deny that, 
as in war, we must be prepared to win through to recovery, 
even if other campaigns are the price of victory. We have 
spent liberally, but must spend more. We have borrowed 
and will borrow more. Whether or not we put an end to 
tax-exempt securities, we must now begin to pay more fully, 
through income and other taxes, for expenditures made and 
to be made. It should also be said that with that objective, 
we must be prepared, not only to tax the country’s largest 
incomes, but also to levy increased returns on relatively 
lower incomes, so far as necessary for the safety and well- 
being of America. In so doing, we shall increase deserved 
confidence in our government’s integrity as one valuable step 
toward a new era of more general prosperity. 

One vital service of the President’s message is its em- 
phasis on our increasing concentration of wealth and the fact 
that we have in America powerful and limited groups of 
individuals who have benefited enormously under our laws 
and Government. We are almost forgetting that during 
the period of less than two years of our participation in the 
World War, we are said to have created, at least tempo- 
rarily, more than 23,000 new American millionaires, and 
that in the eight or nine years after 1920 more than 11,000 
new yearly incomes in excess of $100,000, including many 
exceeding $1,000,000, were revealed by our income tax re- 
turns. A study of national income and its relation to pur- 
chasing power by W. I. King, as of 1926, disclosed in the 
previous twelve years a marked increase in the percentage 
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of very large individual annual incomes. A recent examina- 
tion of those returns indicates that in 1932, on the basis of 
incomes and values, about 40 of our wealthiest citizens con- 
trolled more than 2 per cent of the total estimated wealth 
of our country. 

The contrasted incomes—omitting the unemployed— 
of wage earners in our production system should not be 
ignored. ‘The Committee on Economic Security reported 
this year that: 

In 1929, at the peak of the stockmarket boom, the 
average per capita income of all salaried employes at work 
was only $1,475. Eighteen million . . . persons, consti- 
tuting 44 per cent of all those gainfully occupied, exclu- 
sive of farmers, had annual earnings of less than $1,000; 
28,000,000, or nearly 70 per cent, earnings of less than 
$1,500... . The average earnings dropped from $1,475 in 
1929 to $1,199 in 1932. 


One cannot examine these and similar facts, keeping in 
mind the myriads of men and women who are dependent for 
chance employment on those who enjoy large incomes, with- 
out reaching the conclusion that such conditions give only 
haphazard promise of future industrial well-being. 

The President has served our country well by thus call- 
ing attention to grave evils in the bodies politic and eco- 
nomic, and by indicating lawful and equitable methods for 
lessening those evils. We should join him in defining fair 
rules for the profit game in a self-governing country for 
those who, through concentrated industrial and financial 
resources, may decree the economic fate of countless other 
human beings. Americans might be more content if those 
who wield autocratic authority always came to their control 
by proven genius. But life does not so discriminatingly re- 
ward, and an impartial Government must at least shield 
against lost economic liberty, which draws political liberty 
after it, our average citizens who are the source of the 
strength of our Nation. 

The American background of the President’s message is 
worthy of special record. We often hear warnings on the 
consequences of concentrated corporate wealth and power. 
Perhaps our conviction will be strengthened if we turn back 
a century of the pages of history to the wisdom of Daniel 
Webster. Long before the Civil War the most noted ex- 
pounder of our Constitution declared : 

A republican form of government rests not more on 
political constitutions, than on those laws which regulate 
the descent and transmission of property... . 

The true principle of a free and popular government 
would seem to be, so to construct it as to give to all, or at 
least to a very great majority, an interest in its preserva- 
OR. sas 

The freest government, if it could exist, would not be 
long acceptable, if the tendency of the laws were to create 
a rapid accumulation of property in few hands, and to ren- 
der the great mass of the population dependent and penni- 
less. 


Woodrow Wilson, 25 years ago, said: 


A modern corporation is an economic society, a little 
economic state—and not always little, even as compared 








with states. Many modern corporations wield revenues 
and command resources which no ancient state possessed, 
and which some modern bodies politic show no approach 
to in their budgets. 


And, limiting ourselves to one more of many such im- 
pressive American views, Andrew Carnegie, as if discussing 
present tax problems, years ago in ““The Gospel of Wealth,” 
wrote: 

The growing disposition to tax more and more heavily 
large estates left at death is a cheering indication of the 
growth of a salutary change in public opinion. . . . Of 
all forms of taxation, this seems to be the wisest. Men 
who continue hoarding great sums all their lives—the proper 
use of which for public ends would work good to the com- 
munity from which it chiefly came—should be made to feel 
that the community, in the form of the state, cannot thus 
be deprived of its proper share. . . . By all means such 
taxes should be graduated, beginning at nothing upon mod- 
erate sums to dependents, and increasing rapidly as the 
amounts swell... . 


How many thinking men and women any longer chal- 
lenge such judgment? Who longer doubts that autocratic 
industry lessens the security of government, if permitted to 
usurp in the economic field the freedom, equality and security 
which America’s founders long ago assumed they had won 
for themselves and their descendants? 

In conclusion, and by way of summary, the following 
features of the President’s tax program commend it to the 
American people: 

It rounds out and equalizes our tax structure. 


It should bring in during the first 12 months substan- 
tial amounts of new and needed revenue. 

It is well adapted, if and when necessary, to produce, 
under future rate adjustments, further and larger returns 
to the Federal treasury. 

It will aid in balancing the Nation’s budget. 

It will help reduce our public debt. 

It will tend to encourage smaller and more efficient 
business units and to discourage relatively large and ineffi- 
cient corporate organizations. 

It will serve to move needlessly unused and bulky cor- 
poration surpluses into investment, production and em- 
ployment. 

It will promote earlier and more equitable distribution 
than at present of phenomenal fortunes. 

It will tend to make American industry less autocratic 
and more democratic in form and essence. 

It looks toward standards of traditional American 
equality and heightens our faith in the ability of popular 
government to rescue itself from monopolistic privileges and 
the power of concentrated wealth. 

It is one answer of American statesmanship to Gold- 
smith’s famous warning: 


Ill fares the land, to hastening ills a prey, 
Where wealth accumulates and men decay. 
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The Soak-the-Thrifty Tax 


By FRED G. CLARK, National Commander of the Crusaders 


Broadcast over Columbia Broadcasting System, June 27, 1935 


ITIZENS! 
In last week’s broadcast we declared this was an 


era of astonishing political proposals. We were 

dealing with important rush legislation in one of the busiest 
sessions of Congress in our history. 

Now, there is thrown onto the floor of Congress— 


near the close of a six months’ session—the most important ‘ 


proposed tax legislation ever considered by that body. It is 
called a “Soak-the-thrifty” or “Share-the-wealth” tax. The 
withdrawal by house leaders of their demand to have this 
confiscatory tax passed in five days does not alter the situa- 
tion one iota. House leaders still declare—and they evi- 
dently mean exactly what they say—that this bill will be 
passed at this session. Since no emergency exists, there is 
neither justification nor common sense in having this bill 
rushed through in either five days or five weeks, by an over- 
burdened and wearied legislative body. The levying of Fed- 
eral taxes is an all-important proceeding that does and should 
take months of careful study by competent commissions. 
There is no possible chance in this session—even if they stay 
on the job all summer—for the Senate Finance Committee 
or any other Congressional advisory group to study this 
proposal and wisely put their findings into either committee 
reports or final statute forms Common sense dictates a curt 
refusal on the part of the representatives of our people to 
submit to this amazing, ill-timed, hastily conceived, loosely 
thrown-together, legislative proposal. Congress is supposed 
to be in session to promote the welfare of the American 
people. 

There is only one right way now that this job can be 
done—and that is to encourage—not discourage—business 
activity. Our national law-makers are supposed to use all 
their power to aid ten million idle workmen to get back on 
productive payrolls in private enterprise. That is not only 
the job of Congress—it is the job of every other American 
citizen—in both public and private capacity. Now it is 
again proposed to hold up business initiative by placing over 
the heads of business men a veritable sword of Damocles. 
This threatened legislation can do nothing but retard recov- 
ery. It will only add to the confusion and give a body-blow 
to the return of confidence. 


This is one time when every member of Congress and 
every American citizen should weigh carefully the solemn 
warning by Franklin D. Roosevelt while campaigning for 
the Presidency during October, 1932, when he delivered a 
speech at Pittsburgh, Pennsylvania, that was broadcast to 
every corner of the United States. We will quote from his 
address, which appears on the front page of this morning’s 
New York American: 


“Quite apart from every man’s own tax assessment, 
that burden is a brake on any return of normal business 
activity. Taxes are paid in the sweat of every man who 
labors, because they are a burden on production and can 
be paid only by production. If excessive, they are reflected 
in idle factories, tax-sold farms, and hence, in hordes of 


the hungry stamping the streets and seeking jobs in vain. 
Our workers may never see a tax bill, but they pay in de- 
duction from wages, in increased cost of what they buy, or 
in broad cessation of employment.” 


These are words of sterling counsel and advice. They were 
not uttered from a source interested in protecting either 
corporations or wealthy individuals. They were the careful, 
studied remarks of the man who is now President of the 
United States. 

Editorial comment in the nation’s press on the proposed 
“Soak-the-thrifty” Federal tax legislation revealed the most 
spontaneous and complete disapproval ever registered against 
an administration program. Parts of this comment are 
highly enlightening, since the papers ordinarily favorable to 
the administration were every bit as caustic as was the oppo- 
sition. The New York Times said: “As a form of legisla- 
tion this is a veritable mid-summer madness! No such 
legislation should be attempted under whip and spur at the 
tail end of a tired and dying session of Congress.” 

The New York Daily News editorially said in part: 
“As gifts are already taxed up to forty-five per cent, incomes 
up to fifty-nine per cent, inheritance up to sixty per cent— 
a wealthy man, one way or another, has to give up approxi- 
mately half of his wealth to the Government every year, and 
half of what is left when he dies.” 

So it would seem to even the casual observer that the 
tax burden on all incomes has certainly reached the breaking 
point already. Our present Congress is rushed with more 
than a dozen important bills now—bills that cannot be given 
the careful consideration they deserve. With no emergency 
existing, is it common sense to place at the last minute before 
that overworked body a proposal which should have been 
introduced back in January if proper consideration was to 
be expected? 

The Crusaders sound this warning. Taxes can and 
often do defeat their intended purpose. Hasty legislation is 
more apt to harm public welfare than help it. It is more 
likely to destroy individual initiative than to promote it. 
There is much more danger of ill-advised tax levies reducing 
business activity than increasing it. We have throughout the 
United States thousands of expert tax advisers. In the 
Senate and in the House there are groups of men who have 
spent a large part of their lives on tax matters. These ex- 
perts in both parties,—rerpesenting all factions of American 
life, always spend months in careful preparation before they 
advise Congress on proper and necessary tax legislation. 
There does come a limit to the ability of people to bear tax 
burdens. ‘There comes a limit to what men can pay and 
still keep risking their money in necessary business develop- 
ment. Already many of our largest corporations are paying 
from two to four times as much in taxes as they pay in 
dividends. 

It’s high time we take stock of how thoroughly we are 
already soaking not only the rich but all men and all corpora- 
tions large and small, from farmer to ship-builder. All people 
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ar* now groaning under tax burdens. The only ones who 
are escaping tax assessments are those who invest either 
their interest or their principal in tax-free bonds. 

Otherwise, there has been sufficient soaking-the-rich 
before this last proposal, to satisfy the most exacting. On 
great wealth a man now pays fifty-nine per cent of his total 
net earnings into Government coffers as the people’s share 
of the profits in his business. In other words, the people of 
the United States now are majority-interest partners in every 
great enterprise in this country, by taking through taxes, 
nine per cent more than an even share of the net income of 
wealthy men. And it does not stop there. 
wealth annually divides fifty-nine per cent of his income; 
then when he dies, the people take sixty per cent of what he 
has left, through inheritance and estate taxes. . . . In 
other words, the few real rich men in this country pay more 
than seventy-five per cent of their total income in life and 
death to their partners—the American people. And it doesn’t 
end there. 

All during their lives, every piece of property they 
develop pays from ten to fifty different kinds of taxes to the 
American people, over and above the fifty-nine per cent 
income tax and the present up-to-sixty-per-cent inheritance 
tax. It would seem that we are doing a pretty good job now 
in-killing the incentive of men to risk their earnings in more 
business development. It is at this point that taxes can be- 
come a detriment to all people. When business men stop 
investing their money in new business development, payrolls 
stop with it . . . mation-wide prosperity ceases, and hu- 
man progress becomes stationary. It is the incentive to de- 
velop that creates nation-wide activity. It is the reward in 
the form of profit or in kind that creates the desire to save 
and the incentive to work. 

The American people have one job before them if they 
are again to know prosperity and security. We must get 
idle billions of dollars to work—idle billions going to work 
will create millions of new payrolls, and the working people 
in this country are the benefactors of this activity. In this 
new, proposed administration soak-the-rich bill, the Gov- 
ernment experts figure that only forty million dollars will be 
raised by the increase in income surtaxes. Now the propo- 
sition is this—and we had better think it over carefully. 


The man of | 


How many hundreds of millions of dollars will be frozen in 
banks and lost to payrolls by taking this drastic action? 
Common sense tells us, without a possible chance of error in 
judgment, that for every dollar the Government temporarily 
receives .in excess income taxes, one hundred dollars will be 
frozen into inactivity at the expense of the workingman. 
These are questions that everyone must weigh carefully. Jf 
by temporarily gaining one dollar on a confiscatory tax sched- 
ule we lose a hundred dollars in business circulation, we have 
made a very bad move indeed and that’s just exactly what 
this bill amounts to. 

When we soak the corporation we soak the small in- 
vestor, and there are many millions of small investors in 
large enterprises. And that is not the only danger today. 
We are never certain of a stable market. When a rich man 
dies the Government computes his wealth and demands an 
immediate cash payment. It means the immediate throwing 
on the market of millions of dollars of securities if the rich 
man has not protected himself—and when big blocks of stock 
go on the market, prices and values are depreciated and 
everyone suffers. But even if the rich man has protected 
himself and has sixty per cent of the total value of his estate 
cash on hand in the banks, the public is still the loser. 

No man knows what day he is going to die—or what 
year—and the result is that millions in idle cash must be 
kept in the banks and out of circulation to meet the certain 
emergency. 

All of these soak-the-rich proposals tend to do two 
things—to tie up vast sums of money in inactive securities 
and to frighten business men from investing money in devel- 
oping enterprise. 

In either case, labor suffers equally with all other ele- 
ments of American society. In other words—we have come 
to the point in taxation where every time we soak the rich we 
really soak the poor. 

The Crusaders are interested in money going into cir- 
culation—not being withdrawn from business activity. Ten 
million men cannot go back on payrolls until billions of idle 
money go back into circulation. And we are arriving at that 
point in our national affairs where inflammatory demagogues 
and radical politicians are actually soaking the poor by para- 
lyzing capital. 


We Have Reason to Believe 


By A MEDICAL PSYCHOLOGIST 
Broadcast in England 


P till quite recent times psychology was a rather dry 
and dusty subject and nobody except professors and 
other experts knew or cared very much about it. 

Today, as a result of the researches and discoveries of the 
last twenty or thirty years, it is one of the most popular and 
most active of all branches of science and its findings are 
being applied to education, medicine, art, industry, com- 
merce, advertising, and many other aspects of daily life with 
results which are extremely interesting and valuable. In 
this series of talks we are to be concerned with the applica- 
tion of this new psychological knowledge and interest to 


religion. The first thing we must do is to get some sort of 
idea of what we mean by psychology and what we mean by 
religion, because they are both terms which it is not easy to 
define in any concise and yet comprehensive way. Psychol- 
ogy is the study of mental life and processes and the behavior 
resulting from them. It is a branch of science, yet, by the 
nature of the facts with which it is concerned, it has peculi- 
arities which other sciences do not have. For one thing, 
other sciences have more or less definitely limited fields— 
botany deals with facts about plants; astronomy deals with 
facts about stars; but psychology deals with facts about the 
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human mind, which is the very instrument by which we per- 
ceive and estimate all facts and without which there would 
be no science of any kind at all. 

The sciences all assume that this is a real world, that 
plants and stars and minds exist, and that science did not 
create them. ‘That is to say, science takes things as they are 
and does not concern itself with why they are, or what value 
they have. The final scientific question is, “Is this true?” 
But when we consider the life of human beings, we find that 
there is another question, not less ultimate, which men ask 
about things, namely, “Is it good? What is its value?” We 
cannot get away from that question of value if life is to have 
any meaning at all, but no science has anything to say about 
values. For example, suppose that a person has a mental 
illness, becomes, as we say, “wrong in the mind.” From the 
strict psychological point of view nothing is “wrong” in his 
mind. We can often understand pretty well what has hap- 
pened and how it has happened. No laws of psychology have 
been broken, because scientific laws cannot be broken. Some- 
thing has broken down, but it is not psychology, for the 
whole process is psychological. Insanity is just as psycho- 
logically true as sanity. What has broken down is health, 
and health is not a science, though science may help us to 
reach it. It is an ideal. 


That is really one reason why some people are rather 
disappointed with psychology nowadays. It has been so 
much advertised and talked about, people called “world- 
famous psychologists” come from America and announce 
lectures which profess to give their audiences radiant health, 
dynamic personalities, great prosperity and perfect happiness, 
all through psychology; but it somehow does not happen. 
Psychology is not a way of life. All it can do is to state a 
problem and explain the various factors concerned, and then 
bring us up against the need for something more than psy- 
chology to see us through to something which we think 
valuable. You see, no science carries with it any guarantee 
that it will be properly used. Chemistry can give us power- 
ful drugs and tell us how they act, but it is not chemistry 
which decides whether these drugs shall be used for healing 
or for poisoning. Just as it is possible for a man to have a 
large vocabulary and a good knowledge of grammar, and 
yet talk nonsense, so it is possible to have a good and glib 
knowledge of psychological theories and yet make rather a 
poor show of the business of living unless one has also ideals 
and values which psychology does not and cannot supply. 

It is not easy to define psychology, but it is even more 
difficult to define religion. One thing we can say at once is 
that it is something quite fundamental in human life; from 
the earliest times and in the most primitive races we always 
find man expressing in some way his recognition of, and 
dependence on, powers higher than himself and his sense of 
spiritual realities and values. It would, of course, be quite 
impossible in these talks to cover the whole field of historic 
and prehistoric human religious experience, however deeply 
interesting and important it might be. So, for a working 
definition, I would suggest that by religion we mean a per- 
sonal and practical relationship with what is believed to be 
a Supreme Being or God, and the attitude of life which 
that relationship leads to. ‘The distinctive claim of the 
Christian religion of course is, not only that there is a God, 
but that the character of that God has been uniquely re- 
vealed by the historical Person, Jesus Christ. Religion, 





therefore, claims to be the response of man to something out- 
side himself, and psychology is not directly concerned with 
man’s environment—though it must always recognize its 
existence, because if there were no environment to which the 
mind could relate itself there would be no mind at all. No 
psychological argument, for example, can do anything to 
prove or disprove the existence of God; nor can it affirm or 
deny that if God does exist he has the character which Chris- 
tianity claims for Him. 


If we ask how it comes about that the mind concerns 
itself with religion at all, why religious ideals and feelings 
exist, some people might say that it is by revelation, by the 
activity of God’s spirit in the heart of man. That might be 
one way of stating a truth, but it is not the sort of way nor 
the sort of truth that psychology knows anything about. We 
must try all through this discussion to keep quite clear the 
distinction between religious or theological doctrines and psy- 
chological processes. They are not necessarily contradictory, 
but they each have their own place and scope. You may 
thank God for your dinner, but unless the butcher has deliv- 
ered the goods and the cook done her duty your grace before 
meat will be a good deal heartier than the grace you will 
say after it. From the psychological point of view the ele- 
ments of religion are tradition adopted by suggestion, expe- 
rience of nature and life and moral conflict, and intellectual 
efforts to understand the universe. 


The psychology of religion is the study of the mental 
processes and behavior of people who are religious, and it is 
a perfectly legitimate and very important study because once 
religious ideas are in the mind—wherever they may come 
from—they are subject to exactly the same psychological laws 
as any other ideas. Religion is not magically separate from 
the rest of life or from the laws of nature. If you are too 
blind to read the newspaper, you will not be able to read 
the Bible; if a man love not his brother, how can he love 
God? 

But there is one question we may fairly ask before going 
further, namely, how far a real scientific examination of 
religion is possible at all. If religion is a personal relation- 
ship, then the only people who know anything about it are 
those who are themselves religious, and if they are religious 
then is not anything they say about religion apt to be biased, 
and therefore scientifically useless? ‘That question is far too 
large for us to discuss fully, but it reminds us that we must 
beware of the dangerous error of imagining that scientific 
method is the only conceivable way of reaching any kind of 
truth. There are truths which have been reduced to a for- 
mula or an equation, the meaning of which is quite definite, 
and can be tested by anyone who likes to repeat the experi- 
ment, the sort of things you can say about geometry or 
chemistry or geography; but there are also truths which are 
much more personal and which cannot be reached until we 
are willing to allow ourselves to feel and to experience. Any 
schoolboy who has done geometry can prove just as well as 
the greatest mathematician that any two sides of a triangle 
are greater than the third side, but if you listen to a schoul- 
boy reciting some great poem, even though he recites it cor- 
rectly, you feel it is empty—the boy has not the experience to 
enable him to enter into the feeling of the poem and make it 
his own, or to communicate the feeling to other people. 

Whether we like it or not, there are some sorts of truths 
which can only be reached through a personal emotional 
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experience. We cannot reach them in a spirit of scientific 
detachment or use what is sometimes called an “open mind,” 
often dangerously like a vacant mind. In science itself there 
is a demand for a certain discipline, the fulfilment of certain 
conditions, before truth can be reached. To see properly 
through a microscope, for instance, and to understand and 
interpret what you see, takes long training, and if you refuse 
to undergo that training you have no right to question the 
truth of what other people who have been trained say they 
can see through the microscope. In the same way, I may 
criticize a picture or an orchestra, but unless I have set my- 
self to experience and appreciate artistic and musical values 
and the sort of truth they express, my criticism will be quite 
useless and even absurd. Similarly, it is quite in keeping 
that certain conditions must be fulfilled by people who wish 
to understand religious truth. Naturally the conditions are 
different from those required for the understanding of scien- 
tific truth, but the principle is the same. We want to know 
the truth about God, for instance; well, religion claims that 
the pure in heart shall see God, and therefore it is their 
views about Him, and only theirs, which deserve attention, 
because they have fulfilled the necessary condition of 
understanding. 

Of course, all that does not mean that there is no place 
for the intellect in religion. Science cannot give us religious 
truth, but that does not mean that we can afford to be un- 
scientific when we are dealing with religion. The funda- 
mental personal necessity for science and for religion alike 
is honesty, and nobody who is afraid of truth has any right 
to call himself either scientific or religious. And, of course, 
psychology is just as much concerned with feeling and expe- 
rience as with intellectual processes—indeed, more so, because 


the thing which has revitalized psychology in these days is 
precisely the recognition of the fact that feeling does matter 
so much; that it is not intellect but love which makes the 
world go round. 


Now, with that preliminary discussion as a background, 
let us come back to the fact that psychology, taking man as 
he is, finds him concerned with the idea of God along those 
three lines that I mentioned—traditional suggestion, emo- 
tional experience, and intellectual effort. But modern psy- 
chological discoveries have shown that these processes them- 
selves require further examination. The older psychology 
worked by observation and introspection of the conscious 
mind, but we now know that there are very important 
mental forces and processes which are unconscious, and that 
many of our motives and moods, enthusiasm and fancies, 
aspirations and fears, find their real explanation and power 
in those deeper levels of the mind. That is why the psycho- 
logical criticism of religion is much more penetrating and 
apparently destructive than any earlier scientific criticism of 
a more external kind has been. It is not concerned with 
outside facts, historical or geological or biological or even 
theological, but with the very part of man by which he 
apprehends and experiences religion—or claims that he does. 
Honest and competent psychological criticism and investiga- 
tion will do real religion no harm and a great deal of good 
because, unless religion does represent an aspect of ultimate 
truth, it is worse than useless, and also because there is a 
good deal of so-called religion which is psychologically false 
and unhealthy, and much which is unintelligent or childish 
or conventional or sentimental and in great need of psycho- 
logical revision. 
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